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CHAPTER  I 


INTRODUCTION 

Marketing  is  as  important  to  a small  firm  as  it  is  to  a large  one. 

No  firm,  large  or  small,  can  stay  in  business  if  it  does  not  sell  its 
products.  1 Similarly  in  a wider  context  no  country,  great  or  small 
can  prosper  by  ignoring  this  important  aspect  of  economic  life.  Market- 
ing has  traditionally  been  the  forgotten  area  of  economic  thinking  in 
Pakistan.  This  is  the  last  area  which  Pakistan  can  afford  to  neglect, 
especially  since  it  has  taken  up  economic  development  as  its  national 
goal.  Without  a well- organized  marketing  system  to  back  its  development 
plan  all  her  efforts  are  doomed  to  failure. 

Role  of  Marketing  in  the  Economic  Development  of  Pakistan 

Marketing  has  been  defined  by  Paul  Mazur  as  the  delivery  of  a 

2 

standard  of  living  to  society.  Pakistan  has  one  of  the  lowest  standard 
of  living  in  the  world,  being  an  underdeveloped  country  with  low  per 
capita  income.  The  low  income  is  the  result  of  low  productivity.  In- 
cluded in  the  factors  responsible  for  economic  underdevelopment  of  a 
country  is  the  inability  to  organize  economic  efforts  and  energies, 


L.  A.  Bodribb,  Selling  Small  Industry  Products  in  Australia," 
Small  Industry  Bulletin  for  Asia  and  the  Far  East.  No.  4,  1966,  p.  5. 

c\ 

Paul  M.  Mazur,  Does  Distribution  Cost  Enough?"  Fortune,  November. 
1947,  p.  138. 


1 


2 


to  bring  together  resources,  wants,  and  capacities,  and  so  to  convert 
a self-limiting  static  system  into  creative,  self-generating  organic 
growth  and  this  is  where  marketing  comes  in. Marketing  and  economic  j 
development  reinforce  each  other,  though  without  a marketing  system  no 
true  economic  development  is  possible. 

In  Pakistan  the  more  obvious  fields  of  manufacturing,  transporta- 
tion and  construction  have  received  the  top  priorities  from  the  Planning 
Commission  while  marketing  has  been  completely  neglected.  Manufacturers  j 
in  Pakistan  are  not  market-oriented.  Like  their  counterparts  in  India 

O 

they  consider  their  business  to  be  solely  production.  In  Pakistan  the 

civil  service  and  such  professions  as  law  and  medicine  are  highly  ven- 

erated while  there  is  prejudice  against  middlemen  and  salesmen.  They 
are  considered  schemers,  trying  to  profit  at  the  expense  of  the  public. 

The  retailers  in  particular  are  the  ready  target  for  those  who  like  to 

blame  the  middlemen  for  all  the  country's  ills. 

Marketing  has  been  termed  by  Drucker  the  most  effective  engine  of 
3 

economic  development.  While  presenting  one  of  the  most  persuasive 
arguments  on  behalf  of  the  role  of  marketing  in  economic  development, 
especially  of  underdeveloped  growth  countries, he  writes: 

Marketing  occupies  a critical  role  in  respect 
to  the  development  of  such  "growth"  areas.  Indeed 
marketing  is  the  most  important  "multiplier"  of 


P.  F.  Drucker,  "Marketing  and  Economic  Development,”  Journal  of 
Marketing,  Vol . XXII,  No.  3,  January,  1958,  p.  255. 

2 , 

L.  V.  Hirsch,  "Wholesaling  in  India,"  Comparative  Marketing:  Whole- 
saling in  Fifteen  Countries  (Robert  Bartels,  Editor),  Homewood,  Illinois, 
Richard  D.  Irwin,  Inc.,  1963,  p.  137. 

3 

P.  F.  Drucker,  op . cit ■ , 


p.  252. 
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such  development.  It  is  in  itself  in  every  one  of 
these  areas  the  least  developed,  the  most  backward 
part  of  the  economic  system.  Its  development, 
above  all  others,  makes  possible  economic  integra- 
tion and  the  fullest  utilization  of  whatever  assets 
and  pi'oductive  capacity  an  economy  already  possesses. 

It  mobilizes  latent  economic  energy.  It  contributes 
to  the  greatest  needs:  that  for  the  rapid  develop- 
ment of  entrepreneurs  and  managers,  and  at  the  same 
time  it  may  be  the  easiest  area  of  managerial  work 
to  get  going.1 2 3 

Marketing  can  convert  latent  demand  into  ef- 
fective demand.  It  cannot,  by  itself,  create 
purchasing  power.  But  it  can  uncover  and  channel 
all  purchasing  power  that  exists.  It  can,  there- 
fore, create  rapidly  the  conditions  for  a much 
higher  level  of  economic  activity  than  existed  be- 
fore, can  create  the  opportunities  for  the  entre- 
preneur. 

Speaking  of  marketing  as  a developer  of  standards  in  an  under- 
developed economy,  he  further  states: 

Marketing  in  an  "under-developed"  country  is 
the  developer  of  standards — of  standards  for  product 
and  service  as  well  as  standards  of  conduct,  of 
integrity,  of  reliability,  of  foresight,  and  of 
concern  for  the  basic  long-range  impact  of  deci- 
sions on  the  customer,  the  supplier,  the  economy, 
and  the  society. 

Speaking  about  the  development  of  market  economy  as  a necessary 
precondition  for  economic  progress  Bauer  and  Yamey  state: 

The  emergence  of  a market  or  exchange  economy 
in  place  of  a subsistence  economy  is  an  essential 
condition  of  economic  progress  beyond  a most  primi- 
tive level. ^ 


^P.  F.  Drucker,  op.  cit . , p.  253. 

2 

Ibid , , p.  256. 

3Ibid , , pp.  256-57. 

^P.  T,  Bauer  and  B.  S.  Yamey,  The  Economics  of  Under-developed 
Countries,  University  of  Chicago  Press,  1960,  p.  182. 
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Kindleberger  states  the  same  basic  idea: 

It  is  perhaps  not  too  much  to  say  that  com- 
mercial revolution  is  a vital  and  almost  necessary 
step  on  the  way  to  industrial  revolution  as  it 
sets  preconditions  for  rapid  economic  growth.'*' 

In  pleading  the  case  for  marketing  it  should  be  kept  in  mind  that 
market  alone  cannot  overcome  all  or  even  most  deficiencies  and  "the 
market  may  sometime  work  against  desirable  social  goals,  or  require 
such  heroic  adjustments  in  the  lives  of  people  as  to  call  for  a veto 
of  its  dictates,  or  at  least  of  the  speed  with  which  they  would  be  put 
into  operation.  But  development  that  ignores  the  market,  or  provides 
elaborate  substitutes  for  it,  is  likely  to  fail  in  the  grand  manner. 
The  market  may  not  be  very  effective;  but,  in  the  present  stage  of 
economic  wisdom,  when  allowance  is  made  for  its  evident  deficiencies, 
the  result  is  better  than  any  alternative."1 2 

For  the  past  several  years  Pakistan  has  been  receiving  foreign 
economic  assistance  in  the  form  of  loans  to  finance  her  development 
plans.  In  order  to  repay  these  loans  and  to  finance  the  purchase  of 
certain  essential  commodities,  which  she  lacks,  Pakistan  must  increase 
her  foreign  exchange  earnings.  To  achieve  this  she  needs  to  expand 
the  export  of  diversified  manufactures.  "Historically  the  export  of 
manufactured  goods  has  usually  followed  or  paralleled  the  development 
of  national  market."3  Export  of  cotton  textile  by  the  United  Kingdom 


1C.  P.  Kindleberger,  Economic  Development,  New  York,  McGraw-Hill 
Book  Company,  Inc.,  1958,  p.  93. 

^Ibid . , p . 16. 

W.  W.  Rostow,  "The  Concept  of  National  Market  and  Its  Growth 
Impetus"  (Paper  presented  in  the  1965  Fall  Marketing  Conference,  Sep- 
tember, 1965),  Marketing  and  Economic  Development  (P.  D,  Bennett, 
Editor),  Chicago,  Illinois,  American  Marketing  Association,  1965,  p.  19. 


5 


in  the  19th  century  and  the  recent  booming  export  of  transistor  radios 
by  Japan  are  the  two  classic  examples. 

Nature  of  Marketing  Efficiency 

Efficiency  in  marketing,  while  of  great  importance  to  economies 
in  advanced  stages  of  economic  development, has  an  even  greater  signifi- 
cance for  a developing  economy  like  Pakistan.  As  the  country  moves 
from  subsistence  to  advanced  stages  of  economic  life  there  arise  func- 
tions and  processes  which  require  for  their  performance  a complex  set 
of  institutions  which,  in  the  aggregate,  make  up  the  marketing  structure. 
This  marketing  structure,  when  efficient,  can  have  a stimulating  and  at 
the  same  time  regulating  influence  on  production  methods.  It  can  help 
avoid  misguided  and  unorganized  production  and  distribution.  In  a 
similar  manner,  when  inefficient,  it  can  result  in  a waste  of  resources 
which  a developing  economy  like  Pakistan  can  ill  afford. 

As  a word  efficiency  is  very  rich  in  connotation.  However,  it  can 
broadly  be  defined  as  'the  effectiveness  or  competence  with  which  a 
structure  performs  its  designed  function.  ^ In  marketing,  it  may  per- 
tain to  technical  or  economic  efficiency.  Technical  efficiency  relates 
to  such  matters  as  mechanization  and  rationalization  of  individual  work 

processes....  Economic  efficiency  on  the  other  hand  implies  the  real- 

o 

ization  of  maximum  output  from  given  resources." 

Efficiency  has  a different  meaning  to  the  producer,  to  the  consumer, 
and  to  the  middleman.  If  one  group  gains  at  the  expense  of  the  other 


Z.  Y.  Jasdanwalla,  Marketing  Efficiency  in  Indian  Agriculture, 
Bombay,  Allied  Publishers  Private  Limited,  1966,  pp.  2-3. 

^Ibid . , p . 3 . 
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two  or  vice  versa,  it  is  doubtful  whether  there  has  been  any  improve- 
ment in  efficiency.  Improvement  in  marketing  efficiency  may  come 
either  from  improved  technology  that  reduces  marketing  costs  or  from 
changes  in  the  intensity  of  competition  that  reduces  monopoly  price.1 

Efficiency  has  different  significance  for  different  commodities 
o**  for  different  markets.  Problems  may  also  arise  in  reconciling  mar- 
keting efficiency  at  the  national,  industrial,  firm  and  intra-firm 
2 

levels.  Efficiency  is  not  synonymous  with  welfare.  It  is  only  one 

aspect  of  the  general  welfare.  Improvement  in  efficiency,  in  some 

cases,  may  lead  to  a decrease  in  price  competition  or  lead  to  greater 

3 

concentration  of  economic  power. 

There  is  a belief  in  a certain  Pakistani  group  that  improvement 
in  marketing  efficiency  will  reduce  employment.  This  writer,  however, 
believes  in  the  contrary  view,  although  there  is  such  a possibility  in 
the  initial  stage  of  marketing  reorganization.  Efforts  must  be  made, 
both  inside  and  outside  the  planned  program,  to  find  some  useful  alter- 
native employment  for  persons  thrown  out  of  jobs  due  to  reorganization; 
but  retaining  a known  inefficient  system  merely  for  providing  employ- 
ment is  not  consistent  with  the  desire  to  improve  the  standard  of 
living . 


1P.  D.  Bennet,  The  Role  of  the  Government  in  the  Promotion  of  the 
1 if i ciency  in  the  Retail  Marketing  of  Food  Products  in  Greater  Santiago, 
ChtlG  (Unpublished  Doctoral  Dissertation,  University  of  Texas  1965) 
p.  9. 


U.  L.  Kolhs,  "Toward  a More  Meaningful  Concept  of  Marketing 
Efficiency,  Journal  of  Farm  Economics,  Vol.  38,  No.  1,  February,  1956 
p.  71. 

3 

Ibid. , p.  68. 
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The  increase  in  employment  may  come  only  through  the  creation  of 
new  jobs  via  economic  development.  Improvement  in  marketing  efficiency 
in  the  form  of  reduction  of  marketing  costs  may  help  economic  develop- 
ment. It  may  benefit  the  consumers  in  the  form  of  lower  price,  who  may 
then  be  able  to  buy  more.  It  may  increase  the  profits  of  the  efficient 
distributors,  who  may  then  reinvest  in  cost-reducing  innovations.  It 
can  bolster  producers'  profits,  which  in  turn  may  be  reinvested  in  new, 
more  efficient  production  techniques.1  Inefficiency  in  marketing,  by 
increasing  the  marketing  costs,  on  the  other  hand,  may  retard  economic 
development  and  reduce  employment. 

The  factors  that  contribute  to  marketing  inefficiency  in  Pakistan 
may  broadly  be  classified  into  three  groups:  (1)  Socio-economic  factors 
such  as  low  income,  low  literacy  and  a poor  public  image  of  the  mar- 
keting profession;  (2)  Physical  factors  such  as  absence  of  adequate 
transport  and  storage  facilities;  and  (3)  Institutional  factors  such 
as  inadequacy  of  commercial  banks,  insurance  houses  and  organized 
ma rkets . 

An  improved  and  efficient  marketing  system  in  Pakistan  must  bring 
a fair  price  to  the  growers  and  manufacturers,  a fair  margin  to  the 
middleman  and  guarantee  a good  quality  and  fresh  merchandise  that  is 
sold  in  a congenial  atmosphere  at  a reasonable  price  to  the  well-in- 
formed consumers.  It  is  on  this  basis  that  the  existing  marketing 
system  in  Pakistan  should  be  evaluated.  Any  improvements  suggested 
should  strive  toward  this  goal. 


Kelly  Harrison,  "Vertical  Coordination  in  Selected  Product  Markets 
in  Puerto  Rico  (Paper  presented  in  the  Fall,  1966  Marketing  Conference, 
September,  1966),  Science,  Technology,  and  Marketing  (R.  M.  Haas, 
Editor),  Chicago,  Illinois,  American  Marketing  Association,  1966,  p.  859 
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Scope  and  Organization  of  the  Study 

The  study  is  divided  into  seven  chapters.  The  purpose  of  the 
introductory  chapter  is  to  establish  the  perspective  of  the  study.  A 
brief  resume  of  the  theoretical  discussions  of  the  role  of  marketing 
in  the  process  of  economic  development  has  been  given.  This  estab- 
lishes the  larger  framework  into  which  this  study  fits.  The  nature  of 
marketing  efficiency  is  discussed  next,  setting  the  norm  against  which 
the  existing  marketing  system  of  Pakistan  will  be  evaluated. 

Marketing  has  been  defined  by  Alderson  as  an  organized  behavioral 
system  that  deals  with  certain  behavioral  aspects  of  a group  or  an  in- 
dividual in  a group.1  An  individual  or  a group  does  not  exist  in  a 
vacuum.  They  act  and  react  in  a social  and  economic  environment. 

Hence  Chapters  II  and  III  will  delineate  a picture  of  the  social  and 
economic  background  of  Pakistan. 

In  order  to  fulfill  its  objectives  a marketing  system  must  perform 
a bundle  of  marketing  functions  efficiently.  Chapter  IV  will  discuss 
the  importance  of  some  of  these  functions  which  are  highly  essential 
in  the  Pakistani  context,  and  to  what  extent  these  functions  are  being 
performed  by  the  existing  agencies  and  institutions  of  Pakistan. 

In  Chapter  V an  overview  of  the  marketing  channels  and  marketing 
intermediaries  (wholesalers  and  retailers)  will  be  given.  Marketing 
channels  for  three  selective  commodities,  rice,  jute  and  cotton 
textile,  will  be  traced.  The  organization  of  wholesale  and  retail  trade 
and  the  nature  of  retailing  in  the  rural  and  urban  areas  of  Pakistan 
will  also  be  discussed. 


xWroe  Alderson,  Marketing  Behavior  and  Executive  Action.  Homewood, 
Illinois,  Richard  D.  Irwin,  Inc.,  1957. 
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A number  of  improvements  must  be  effected  in  the  entire  marketing 
system  of  Pakistan.  However,  no  attempt  will  be  made  in  the  present 
study  to  cover  all  of  them.  Recommendations  will  be  limited  to  the 
specific  area  of  retailing.  The  other  two  areas,  wholesaling  and 
marketing  channels,  will  be  considered  only  as  they  have  bearing  on 
the  retailing  structure. 

Chapter  VI  will  examine  some  possible  alternatives  to  independent 
marketing  enterprises.  In  this  effort  the  study  will  be  guided  by  the 
successes  and  failures  which  the  various  alternatives  have  experienced 
here  in  the  United  States  as  well  as  some  of  the  developing  countries 
of  the  world.  Chapter  VII  will  summarize  the  discussions  presented  in 
Chapters  I through  V,  evaluate  the  various  alternatives  discussed  in 
Chapter  VI  and  present  the  final  recommendation. 

Most  of  the  examples  and  illustrations  in  the  study  are  drawn  from 
East  Pakistan.  This  stems  from  the  greater  familiarity  of  the  author 
with  that  part  of  the  country. 

Research  Methodology 

The  research  methodology  to  be  followed  for  this  study  will  be 
dealing  with  secondary  materials  and,  therefore,  is  basically  a library 
research.  A complete  search  was  made  of  all  documents,  articles  and 
books  in  the  University  of  Florida  libraries.  Relevant  materials 
available  in  other  University  libraries  in  the  United  States  were 
secured  on  inter-library  loans;  some  books,  monographs  and  government 
reports  were  procured  directly  from  Pakistan.  Materials  collected  by 
the  author  by  direct  correspondence  in  connection  with  a marketing 
project,  which  the  author  completed  in  1966  under  the  guidance  of  Dr. 

J.  D.  Butterworth,  are  also  included  in  the  study. 


CHAPTER  II 


SOCIO-ECONOMIC  FACTORS  AFFECTING  MARKETING  IN  PAKISTAN 

Socio-economic  background  exerts  a strong  influence  in  the  market- 
ing structure  and  process  of  a country.  It  determines  what  is  to  be 
produced,  what  is  to  be  consumed,  and  how  it  should  be  marketed.  Geo- 
graphic location,  topography,  climate,  fertility  of  the  soil,  all  con- 
tribute to  shaping  the  marketing  structure  of  a nation.  The  size  of 
the  population,  its  age  distribution,  sex,  family  size,  urban  and  rural 
distribution,  income,  educational  and  social  status,  cultural  heritage, 
social  attitudes,  religious  beliefs,  local  customs  and  taboos,  and 
other  demographic  characteristics  influence  the  consumption  pattern  and 
the  mode  of  acquiring  goods  and  services. 

The  extent  of  government  participation  and  control  in  the  economic 
activities  of  the  country  plays  a vital  role  in  determining  the  market- 
ing structure  of  the  country.  Foreign  economic  assistance  and  inter- 
national and  regional  cooperation  to  augment  the  pace  of  economic 
development  also  influence  the  marketing  pattern. 

The  nature  of  the  economy,  whether  agrarian  or  industrial,  also 
exerts  a great  influence  over  the  commodities  to  be  produced  and  de- 
manded and  the  channel  through  which  they  should  pass.  Size  of  indus- 
tries, their  location,  their  ownership  and  organizational  structure, 
to  a great  extent,  determine  the  pattern  of  the  distribution  of  their 
products.  Interregional  and  foreign  trade  also  have  direct  bearing 
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on  the  pattern  of  market  structure  and  the  channel  of  distribution. 
Finally,  institutions  such  as  commercial  banks,  insurance  houses  and 
organized  markets  by  providing  the  necessary  assistance  help  in  the 
orderly  marketing  of  goods  and  services. 

The  above  mentioned  factors  work  in  every  country.  Pakistan  is 
no  exception.  As  stated  by  Spate:  'The  reasons  for  Pakistan's  negli- 

gible industrial  development  at  Partition  are  both  social  and  geograph™ 
ical."1  Hence,  a narrative  of  the  socio-economic  background  of 
Pakistan  will  be  presented  in  this  chapter  and  the  chapter  following. 

Geographic  Characteristics 

Pakistan  came  into  existence  in  August,  1947,  as  a result  of  the 
partition  of  the  Indian  subcontinent.  "The  principle  on  which  the 
partition  took  place  was  that  contiguous  Muslim  majority  areas  sh'ould 
form  a separate  State  of  Pakistan."2  As  the  Muslims  were  in  the 
majority  in  the  far-eastern  and  far-western  flanks  of  the  subcontinent, 
Pakistan  emerged  in  two  blocks,  East  Pakistan  and  West  Pakistan,  sepa- 
rated from  each  other  by  more  than  a thousand  miles  of  Indian  territory. 

Area  and  Population 

There  are  wide  variations  in  area,  population,  topography,  climate, 
and  resources  between  East  and  West  Pakistan.  East  Pakistan,  which  has 


10.  H.  K.  Spate,  India  and  Pakistan:  A General  and  Regional 
Geography,  Second  Edition,  New  York,  E.  P.  Dutton  &.  Co.,  Inc.  1957 
p.  306. 

2 

S.  M.  Akhtar,  Pakistan  - A Developing  Economy,  Tenth  Edition, 
Lahore,  Publishers  United,  1967,  Vol . I,  p.  14. 
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only  15  percent  of  the  365,529  square  miles  of  total  area  of  Pakistan, 
has  54,2  percent  of  the  population  of  Pakistan.  Whereas,  West  Pakistan 
with  85  percent  of  the  area  contains  45.8  percent  of  the  population.1 2 
However,  East  Pakistan,  situated  on  the  lower  Gangetic  plain  has  only 
half  as  much  per  capita  arable  land,  0.44  acres,  compared  to  0.9  acres 
in  West  Pakistan,  which  is  arid  and  mountainous.3 

Topography  and  Climate 

The  greater  part  of  East  Pakistan  is  the  flat  alluvial  delta  of 
the  Ganges  and  the  Brahaputra  and,  with  the  exception  of  the  Chittagong 
Hill  Tracts  and  parts  of  Dinajpur  and  Sylhet  Districts,  few  areas  of 
the  province  are  more  than  100  feet  above  sea  level.  West  Pakistan's 
elevation,  on  the  other  hand,  varies  from  snow-covered  peaks  of  the 
Himalyas  in  the  North  to  the  plain  of  the  Indus  River  Basin.3  The 
attached  table  (Table  1)  shows  the  topographical  contrast  between  East 
and  West  Pakistan. 

Though  East  and  West  Pakistan  lie  almost  within  the  same  parallels 
of  latitude,  there  is  wide  variation  in  climate  between  the  two  regions 
caused  by  the  variation  in  topography  and  proximity  to  the  sea.  East 
Pakistan  has  a uniform  mild  climate  with  temperatures  ranging  from  50°F 
to  95  F.  West  Pakistan  has  a wider  variation  in  climate,  with  temper- 
atures ranging  from  16°F  to  114°F  (Table  2). 


'‘■Government  of  Pakistan,  Ministry  of  Finance,  Pakistan  Basic 
Facts,  Fifth  Edition,  Karachi,  Department  of  Films  and  Publications 
1966,  pp.  10-11. 

2 

“Kazi  S.  Ahmed,  A Geography  of  Pakistan.  Karachi,  Oxford  University 
Press,  1964,  p.  71. 

3 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  8. 
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TABLE  1 

THE  ELEVATION  OF  SELECTED  LOCATIONS  IN 
EAST  AND  WEST  PAKISTAN3 


Stations 

Height  in  feet 
above  sea  level 

East  Pakistan 

Narayanganj 

26 

Chittagong 

46 

Jessore 

26 

Mymensingh 

62 

Bogra 

65 

Dina jpur 

123 

Brahmanbaria 

32 

West  Pakistan 

Manora  (Near  Karachi) 

13 

Lahore 

702 

Multan 

413 

Rawalpindi 

1, 675 

Peshawar 

1,177 

Quetta 

5,490 

J acobabad 

183 

aSource:  Government  of  Pakistan, 

Statistical  Pocket  Book 

Central  Statistical  Office, 
of  Pakistan,  Karachi,  Manager 

of  Publications,  1967,  p.  50. 
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TABLE  2 

MINIMUM  AND  MAXIMUM  TEMPERATURE  OF  SELECTED  LOCATIONS 
IN  EAST  AND  WEST  PAKISTAN21 


Stations 

Hottest 

month 

Min . 
temp . 

Max . 
temp , 

Coldest 

month 

Min. 
temp . 

Max . 
temp . 

F° 

F° 

F° 

F° 

East  Pakistan 

Chittagong 

May 

75.5 

88.9 

January 

55.6 

78.6 

Dacca 

April 

74.0 

92.4 

January 

55.5 

77.9 

Mymensingh 

April 

71 . 1 

91.1 

January 

53.6 

76.1 

Dinajpur 

April 

70.0 

94.3 

January 

49,6 

75.4 

West  Pakistan 

Skardu 

July 

61.8 

87,6 

January 

16.4 

33.5 

Gilgit 

July 

71.7 

95,6 

January 

32.0 

46.3 

Murree 

June 

60,5 

80.7 

January 

30.7 

45.2 

Jacobabad 

June 

84.9 

113.9 

January 

43.8 

72.7 

Multan 

June 

84.8 

106.6 

January 

42.0 

68.0 

Lahore 

June 

79.0 

105.9 

January 

40.0 

68.0 

Lyallpur 

June 

81.7 

106.0 

January 

39.9 

67.1 

Peshawar 

June 

77.2 

105.0 

January 

40.4 

63.0 

Rawalpindi 

June 

75.9 

103.5 

January 

37.9 

62.3 

Karachi 

June 

82.3 

90.4 

January 

57.4 

75.4 

Sukkur 

June 

83.4 

109.0 

January 

45.0 

72.3 

Hydrabad 

May 

78.2 

107.0 

January 

50.6 

75.3 

Quetta 

July 

65.0 

94.0 

January 

27.6 

50.2 

aSource:  Kazi  S.  Ahmed,  A Geography  of  Pakistan,  Karachi,  Oxford 

University  Press,  1964,  pp.  30-33. 
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Except  during  the  short  winter  months,  East  Pakistan  has  a humid 
climate  with  generally  heavy  rainfall  during  the  Monsoon  season  (June- 
August).  With  the  exception  of  the  western  parts  of  Rajshahi  and 
Khulna  Districts,  where  the  rainfall  is  about  55  inches  a year,  no 
part  of  the  province  receives  a precipitation  less  than  60  inches 
(Sylhet  District  150-200  inches).''"  West  Pakistan,  on  the  other  hand, 
has  low  precipitation  which  varies  from  as  little  as  3 inches  to  approx- 
imately 40  inches.  The  distribution  of  rainfall  is  shown  in  the  at- 
tached table  (Table  3). 


Physical  Separation 

The  physical  separation  of  the  two  parts  of  Pakistan  caused  serious 
economic  consequences.  As  Akhtar  states: 

There  are  serious  economic  implications  of 
having  two  parts  of  the  same  country  separated  by 
such  a long  distance.  Obviously,  men  and  mate- 
rials cannot  move  so  easily,  quickly  and  cheaply 
between  the  two  wings. ^ 

Spate  points  out  the  same  problem: 

The  splitting  of  the  country  into  two  sections, 
with  1,000  miles  of  India  between  them,  inhibits 
unified  development,  and  a certain  amount  of  dupli- 
cation must  be  faced  - a serious  matter  in  view  of 
the  limited  resources.^ 

More  serious  is  the  splitting  of  the  market 
between  E and  W fsicj4 . . . . Sea  freights  from 


Nafiz  Ahmed,  An  Economic  Geography  of  East  Pakistan.  London, 
Oxford  University  Press,  1958,  pp.  42-44. 


’S  . 

M. 

Akhtar,  op.  cit.,  Vol. 

I,  p.  15. 

;o. 

H. 

K.  Spate,  op.  cit.,  p. 

306. 

4 

E and  W stands  for  East  and  West  Pakistan. 
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TABLE  3 

TABLE  SHOWING  THE  DISTRIBUTION  OF  RAINFALL 
BETWEEN  EAST  AND  WEST  PAKISTANa 


Rainfall 

1951-60 

Average 

1964 

1965 

Stations 

Inches 

Inches 

Inches 

East  Pakistan 

Narayanganj 

81 

90 

73 

Chittagong 

112 

123 

118 

Jessore 

59 

85 

60 

Mymen singh 

81 

93 

109 

Bogra 

68 

80 

66 

Dinajpur 

68 

100 

78 

Brahmanbaria 

80 

- 

- 

West  Pakistan 

Manora  (Near  Karachi) 

9 

- 

44 

Lahore 

23 

31 

17 

Multan 

7 

7 

6 

Rawalpindi 

36 

28 

36 

Peshawar 

14 

14 

20 

Quetta 

9 

8 

10 

J acobabad 

4 

2 

1 

aSource:  Government  of  Pakistan,  Central  Statistical  Office, 

Statistical  Pocket  Book  of  Pakistan,  Karachi,  Manager  of 
Publications,  1967,  pp.  50-51. 
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Karachi  to  Chittagong  are  higher  than  from  U.K., 
and  it  is  difficult  to  see  how  the  W product  could 
be  competitively  marketed  in  E,  unless  protected 
by  so  high  a tariff.1 

In  spite  of  geographic  separation,  the  two  parts  of  Pakistan  are 
in  some  matters  complementary,  which  encourages  direct  exchanges  be- 
tween them.  This  necessitates  the  expansion  of  the  existing  Pakistani 
merchant  marine.  This  will  be  discussed  in  connection  with  the  trans- 
portation function  of  marketing  in  Pakistan. 

So  far  the  descriptions  have  shown  the  distinctions  between  East 
and  West  Pakistan.  But  there  are  many  similarities  with  identity  of 
interest  which  prompted  the  two  regions  to  join  their  fates  on  the  eve 
of  independence  in  1947.  As  Spate  puts  it: 

Despite  the  vast  differences  between  Pakistan 
E and  W,  the  two  sections  were  alike  in  one  respect: 
both  were  essentially  primary  producers  for  markets 
outside  their  borders,  and  as  such  their  economic 
interest  showed  some  genuine  divergence  from  those 
of  Indian  areas:  the  whole  picture,  indeed,  resem- 
bled that  of  the  United  States  before  Civil  War.2 


Demographic  Characteristics 

The  study  of  population  is  of  the  utmost  importance  to  anyone 
interested  in  the  study  of  marketing.  Population  serves  both  as  a 
means  and  as  an  end  of  productive  activities  in  a society.  Goods  and 
services  are  produced  to  satisfy  human  wants.  Man  is  also  a factor  of 
production.  The  quantity,  the  quality,  and  the  variety  of  goods  to  be 
produced  is  determined  by  the  demand  of  the  population  of  the  country 


10.  H.  K.  Spate, 

2Ibid . . p.  307. 


op.  cit,,  p.  309. 
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and  the  availability  of  human  and  other  resources  needed  for  effecting 
production.  Demand  itself  is  dependent  upon  the  income  of  the  commu- 
nity, its  distribution,  family  size,  as  well  as  the  tastes  and  habits 
of  the  people  concerned.  The  income  distribution,  tastes  and  habits 
of  the  people,  among  other  things,  are  determined  by  the  structure  of 
the  population.  This  includes  the  size  of  the  population,  its  distri- 
bution by  region,  sex,  age  group,  rural  and  urban  character,  religious 
groupings,  occupation,  the  rate  of  population  growth,  and  their  life 
expectancy. 

Size  and  Age-Sex  Distribution 

According  to  the  1961  decennial  census,  Pakistan  has  a population 
of  93.72  million,  50.82  million  and  42.88  million  in  East  and  West 
Pakistan, respectively . Pakistan's  overall  population  density  per 
square  mile  is  256,  922  in  the  East  and  138  in  the  West.  There  are 
901  females  to  every  1,000  males.  The  ratio  is  929  and  868,  respec- 
tively, per  thousand  in  East  and  West  Pakistan.1  This  may  be  due  to 
the  fact  that  in  a predominantly  agrarian  society  like  Pakistan,  a 
male  child,  the  future  potential  farm  hand,  gets  the  greater  care. 
Another  cause  of  this  ratio  may  be  due  to  the  premature  death  of 
women  resulting  from  the  strain  of  child  bearing. 

The  birth  rate  of  Pakistan  is  a high  43.4  per  thousand  per  annum. 
Thirty-five  percent  of  the  population  is  less  than  ten  years  old.  The 
decrease  in  the  age  bracket  10-19  during  1951-61  indicates  a high  death 


■^Government  of  Pakistan,  Central  Statistical  Office, 
Pocket  Book  of  Pakistan,  p.  53. 
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rate  and  a low  life  expectancy.1 2  Pakistan  has  one  of  the  highest 

infant  mortality  rates  in  the  world;  145.6  per  1,000  babies  born  in 

Pakistan  die  before  they  reach  one  year  of  age.  Owing  to  the  better 

general  sanitation  and  medical  facilities,  the  death  rate  has  come  down 

o 

to  15.4  per  thousand  per  annum.  However,  the  birth  rate  remains  high 
and  the  lowering  of  the  death  rate  has  created  a population  explosion. 
The  annual  rate  of  growth  has  recently  been  estimated  at  2.6  percent 
as  against  2.15  percent  between  1951-61. 3 This  may  imperil  the 
economic  gains  registered  since  1960.  In  spite  of  heavy  emphasis 
placed  on  family  planning  in  the  Pakistan  Third  Five  Year  Plan,  the 
project  has  not  achieved  the  desired  result  due  to  social  and  economic 
obstacles,  common  in  a traditional  society  like  Pakistan.4 

The  age-sex  pyramids  (Figure  1)  of  Pakistan  and  the  United  States 
will  show  the  differences  in  birth  rate,  death  rate,  and  life  expect- 
ancy between  the  two  countries . 

The  age  distribution  has  a direct  bearing  on  the  size  of  the 
civilian  labor  force  in  Pakistan,  which  according  to  1961  census  is 

5 

33.46  percent  of  the  total  population.  This  in  spite  of  the  fact 


4Karol  J.  Krotki,  "Population  Size  and  Age  Distribution:  Fourth 

Release  from  the  1961  Census  of  Pakistan, " The  Pakistan  Development 
Review,  Vol.  Ill,  No.  2,  Summer,  1963,  pp.  285-286. 

2 

United  Nations,  Population  and  Vital  Statistics  Report.  October 
1,  1966,  p.  19. 

3 

Karol  J. Krotki,  op . cit . . p.  302. 

4Embassy  of  Pakistan,  Washington,  D.  C.,  Interim  Report  Series. 
Pakistan  Third  Five  Year  Plan  (1965-70).  Volume  IX.  No.  3,  March  1968, 
p.  1. 

5 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  11. 
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that  children  from  ten  years  of  age  are  included  in  the  civilian  labor 
force.  Yet  20  percent  of  the  potential  labor  force  of  Pakistan  is 
either  unemployed  or  underemployed.4 

Literacy 

According  to  the  1961  census  only  15.9  percent  of  the  population 
in  Pakistan  is  literate.  The  percentage  of  the  functionally  literate 
population  over  ten  years  of  age  is  only  9.4  percent.  A hopeful  sign 
is  that  the  rate  of  literacy  is  about  30  percent  at  10-20  age  bracket.2 
One  of  the  main  causes  of  low  literacy  is  the  neglect  of  education  in 
the  pre-independence  and  early  post-independence  period.  However, 
with  the  recent  stress  on  education  the  condition  is  expected  to  im- 
prove appreciably.  Under  the  Third  Five  Year  Plan,  7.9  percent  of  the 
development  expenditures  in  the  public  sector  has  been  allocated  for 

3 

education. 

Rural-Urban  Distribution 

Another  important  demographic  characteristic  of  Pakistan  is  that 
only  13.1  percent  of  the  people  live  in  the  urban  areas.4  In  this 
respect  the  two  wings  show  a greater  contrast.  The  ratios  of  urban 


■'■Government  of  Pakistan,  Planning  Commission,  The  Third  Five  Year 
Plan  (1965-70).  1965,  p.  217. 

o # 

“Jamil a Akhtar,  "Literacy  and  Education:  Fifth  Release  From  the 
1961  Census  of  Pakistan,"  The  Pakistan  Development  Review.  Vol.  Ill, 

No.  3,  Autumn,  1963,  pp.  428-34. 

3 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  43. 

1961  Census  of  Pakistan  defines  urban  areas  as  municipalities, 
civil  lines,  or  cantonment  inhabited  by  not  less  than  5,000  persons. 
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population  to  the  total  population  are  5.2  percent  and  22.5  percent 
in  East  and  West  Pakistan,  respectively.  In  East  Pakistan  there  is 
only  one  city  with  more  than  500,000  people  and  three  cities  with 
population  between  100,000  and  500,000.  In  West  Pakistan  there  are 
two  cities  with  more  than  1,000,000  people  and  another  ten  with  popula- 
tion  between  100,000  and  500,000.  The  attached  table  (Table  4)  will 
show  the  relative  degree  of  urbanization  in  East  and  West  Pakistan. 

In  1947  both  wings  were  less  urban,  with  the  bulk  of  the  population 
living  in  rural  areas.  This  was  characteristic  not  only  of  Pakistan 
but  of  the  whole  Indo-Pak  subcontinent  during  pre-British  rule  due  to 
agrarian  economy  and  feudal  control  of  the  society  that  included  the 
towns  despite  flourishing  industries  and  commerce  at  that  time.  As 
stated  by  Karim: 

During  the  pre-British  rule  a commercial  class 
existed  and  the  towns  and  municipal  institutions 
were  also  developed.  But  unlike  the  free  towns  of 
the  medival  Europe  the  commercial  class  of  the 
town  and  municipal  institutions  were  never  free 
from  feudal  control. 

The  lower  percentage  of  urban  population  in  Pakistan  reflects  the 
degree  of  industrialization  achieved  in  Pakistan.  However,  with  the 
expansion  of  industrial  base  the  shifting  of  population  from  rural  to 
urban  areas  is  taking  place.  During  1951-61  urban  population  of 
Pakistan  has  increased  by  56.4  percent  as  against  19.8  percent  in  the 
rural  areas.  The  following  table  (Table  5)  will  show  the  rapid  rate 

O 

of  urbanization  in  Pakistan: 


1A.  K.  Nazmul  Karim,  Changing  Society  in  India  and  Pakistan:  A 
Study  in  Social  Change.  Dacca,  Oxford  University  Press,  1953,  p.  56. 

p 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  11. 
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Karachi,  Manager  of  Publications,  1967,  pp.  54-55.  — — ■’ 


24 


TABLE  5 


INCREASE 

IN  POPULATION  AND  URBANIZATION3 
(million) 

1949-50 

1954-55 

1959-60 

1964-65 

Total  Population1* 

78.8 

87.8 

98.9 

112.4 

Rural 

71.0 

78.0 

86.3 

95.9 

Urban 

7.8 

9.8 

12.6 

16.5 

Percentage  urban 
population 

9.9 

11.2 

12.7 

14.7 

aSource:  Government 

of  Pakistan, 

The  Third 

Five  Year  Plan. 

p.  10. 

According  to  revised  population  growth  estimate. 

The  increase  of  urban  population  is  more  pronounced  in  West  Pakistan 
(60.1  percent)  than  in  East  Pakistan  (43.2  percent)  due  to  greater 
expansion  of  industries  in  West  Pakistan.1  The  recent  rapid  growth  of 
urban  population  has  not  been  matched  with  the  corresponding  growth  of 
industries  in  Pakistan.  Rather,  they  have  been  moved  from  the  low 
productive  agricultural  employment  in  the  rural  areas  to  other  low 
productive  employment  like  handicraft  production,  retailing  and  domestic 
services.  This  phenomenon  is  common  to  most  of  the  developing  countries 
of  Asia. ^ 


Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  10. 

G.  V.  Sovani,  Urbanization  and  Urban  India.  New  York,  Asia  Pub- 
lishing House,  1965,  p.  7.  (Quoted  from  the  proceedings  of  the  Joint 
UN/UNESCO  Seminar,  Bankok,  8-18  August,  1957,  on  The  Social  Implications 
o.t  I ; i (iu s t r j nl  i zata on  in  Southeastern  Asia.  UNESCO  Research  Center, 
Calcutta,  1957,  p.  8.) 
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The  sudden  influx  of  population  in  the  urban  areas  is  creating  a 
numbei  of  social  and  economic  problems  and  is  hampering  economic  devel- 
opment by  putting  pressure  on  the  existing  transport,  housing  and 
sanitary  facilities  in  the  municipal  areas.  Another  characteristic 
of  rapid  urbanization  is  that  when  the  workers  move  in  the  city  for 
better  opportunity,  they  leave  their  families  behind  in  the  rural  areas 
This  hampers  labor  efficiency  due  to  absenteeism  and  frequent  desertion 
from  jobs. 

The  culture  of  Pakistan  places  a strong  emphasis  on  veneration  of 
the  old.  The  eldest  male  member  of  the  family  generally  makes  the 
major  decisions,  on  the  family  level,  including  major  buying  decisions. 
Islam,  the  religion  of  the  majority  in  Pakistan,  discourages  women  to 
move  about  freely  in  public.  This  is  one  of  the  reasons  why  most  of 
the  shopping  is  done  by  the  male  members  of  the  family.  This  is  still 
common  in  the  rural  areas  and  small  towns  and  among  the  illiterate 
people.  However,  among  the  literate  families  most  buying  decisions 
are  taken  by  the  housewives.  Whether  the  male  or  female  make  the 
decisions  may  vary  from  commodity  to  commodity.  A recent  survey, 
carried  on  by  a research  team  of  Dacca  University,  in  five  urban  areas 
of  East  Pakistan  documented  such  variation.'1' 

Income 

Pakistan  has  one  of  the  lowest  per  capita  income  in  the  world  and 
shows  a pattern  of  income  distribution  which  is  common  to  most  of  the 


A.  Faruk  and  M.  Safiullah,  Editors,  Retailing  of  Consumer  Goods 
in  East  Pakistan,  Dacca,  Bureau  of  Economic  Research,  Dacca  University 
1965,  p.  21. 
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Asiatic  countries  with  agrarian  economy.  In  1965  Pakistan’s  GNP,  in 
current  price,  at  factor  cost,  was  Rs.1  45,540  million  and  per  capita 
GNP  was  Rs.  407. 2 But  at  constant  cost  (1959-60)  price  this  was  only 
Rs.  360.  Per  capita  income  is  not  evenly  distributed  between  the  two 
wings  of  Pakistan.  In  1964-65  the  per  capita  income  in  East  and  West 
Pakistan,  at  constant  cost,  was  Rs . 318  and  Rs . 411,  respectively. 

The  disparity  was  small  at  independence.  The  attached  table  (Table  6) 
will  show  the  relative  change  in  per  capita  income  between  East  and 
W’est  Pakistan  during  the  period  from  1949-50  to  1964-65. 

Though  Pakistan's  GNP  at  constant  cost  rose  by  more  than  75  percent 
between  1949-50  and  1965-66,  per  capita  GNP  rose  by  less  than  20  percent 
during  the  same  period.  The  high  rate  of  population  growth  has  taken 
care  of  the  rest  (Table  7). 

Very  little  information  is  available  at  present  about  personal 
income  distribution  in  Pakistan.  However,  it  can  be  presumed  that 
Pakistan’s  income  distribution  closely  follows  the  occupational  distri- 
bution of  its  civilian  labor  force.  The  attached  table  (Table  8)  shows 
the  distribution  of  labor  force  by  occupational  groups.  Though  it  may 
not  be  fully  representative,  the  following  information  available  from 
the  Central  Statistical  Office  (CSO)  sample  survey  for  rural  areas  and 
for  Karachi  (Table  9),  will  throw  some  light  on  the  pattern  of  income 
distribution  in  Pakistan. 


U.  S.  $1  dollar  = Pakistani  Rs . 4.76  rupees. 

2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  19. 
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TABLE  6 

RATE  OF  GROWTH  IN  EAST  AND  WEST  PAKISTAN3 
(1959-60  prices) 


(in  million  rupees) 


1949-50 

1959-60 

1964-65 

Annual 

rate 

1949-50 

to 

1959-60 

compound 
of  growth 

% 

1959-60 

to 

1964-65 

GNP 

East  Pakistan 

12, 360 

14,945 

19,455 

1.9 

5.4 

West  Pakistan 

12, 106 

16,494 

21,070 

3.1 

5.0 

All  Pakistan 

24,466 

31,439 

40,525 

2.5 

5.2 

Per  capita  income  (Rs.) 

East  Pakistan 

287 

278 

318 

-0.3 

2.7 

West  Pakistan 

338 

366 

411 

0.8 

2.4 

All  Pakistan 

311 

318 

360 

0.2 

2.5 

aSource : Government  of 

Pakistan, 

The  Third 

Five  Year 

Plan  (1965-70), 

p.  11. 
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TABLE  7 

GROSS  NATIONAL  PRODUCT  AT  CONSTANT 
FACTOR  COST  OF  1959-60a 


(in  million  rupees) 


Sector 

1949- 

1950 

1950- 

1951 

1951- 

1952 

1952- 

1953 

1953- 

1954 

1954- 

1955 

1955- 

1956 

1.  Agriculture 

14,669 

15,112 

14,549 

14,917 

16,053 

15,654 

15,135 

2.  Mining  and  quarrying 

27 

37 

41 

42 

45 

45 

50 

3.  Manufacturing 

(a)  Large-scale 

(b)  Small-scale 

1,433 

346 

1,087 

1,539 

427 

1,112 

1,645 

507 

1,138 

1,792 

628 

1,164 

1,999 

808 

1,191 

2,  220 
1,002 
1, 218 

2,439 
1,193 
1, 246 

4.  Construction 

238 

238 

340 

364 

439 

415 

458 

5.  Electricity,  gas,  water 
and  sanitary  services 

33 

36 

39 

38 

44 

47 

54 

6.  Transportation  and 
communications 

1, 239 

1,282 

1,352 

1,417 

1,466 

1,588 

1,622 

7.  Wholesale  and 
retail  trade 

2,856 

3,020 

3,002 

3, 110 

3,  211 

3, 261 

3,251 

8.  Banking  and  insurance 

77 

84 

92 

99 

108 

111 

135 

9.  Ownership  of  dwellings 

1, 387 

1,418 

1,458 

1,485 

1,526 

1,559 

1,605 

10.  Public  administration 
and  defense 

1,063 

1,107 

1,307 

1, 251 

1, 238 

1, 243 

1,286 

11.  Services 

1,480 

1,535 

1,591 

1,649 

1,700 

1,773 

1,838 

12.  Gross  domestic 
products 

24, 502 

25,408 

25,416 

26, 164 

27,829 

27,916 

27,873 

13.  Net  Factor  Income  from 
rest  of  the  world 

(“)36 

( -)  35 

(-)  21 

( - ) 25 

(“)53 

(-)s 

(~)39 

14.  Gross  National  Product 

24,466 

25,373 

25,395 

26, 139 

27, 776 

27,908 

27, 834 

15.  Population*3  (million) 

79 

80 

82 

84 

86 

88 

90 

16.  Per  capita  income 
(in  Rs . ) 

311 

315 

308 

310 

322 

316 

308 

aSource:  Government  of  Pakistan,  Ministry  of  Finance,  Pakistan  Basic  Facts,  Fifth 

Edition,  Karachi,  Department  of  Films  and  Publications,  1966,  p.  103. 

^Converted  to  nearest  whole  number. 
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TABLE  7 — Extended 


1956- 

1957 

1957- 

195S 

1958- 

1959 

1959- 

1960 

1960- 

1961 

1961- 

1962 

1962- 

1963 

1963- 

1964 

1964- 

1965 

1965- 

1966 

16, 266 

16, 0S9 

15, 923 

16,753 

17, 285 

18,183 

18,272 

19,411 

19,761 

19,956 

55 

59 

64 

70 

82 

88 

100 

117 

131 

144 

2,  580 

2,691 

2,  818 

2,930 

3,  262 

3,  630 

3,973 

4,351 

4,671 

4,981 

1,305 

1 , 3S7 

1,484 

1,565 

1,860 

2, 191 

2,496 

2,856 

3, 116 

3,  385 

1,  275 

1,304 

1,334 

1,365 

1,402 

1,439 

1,477 

1,694 

1,  555 

1, 596 

529 

558 

602 

651 

796 

982 

1,086 

1,510 

1,921 

2,  298 

69 

78 

80 

107 

120 

125 

173 

233 

283 

343 

1,674 

1,723 

1,910 

1,857 

2,008 

2,004 

2,  219 

2,  316 

2,424 

2,  666 

3,392 

3,491 

3,484 

3, 665 

3,938 

4,  241 

4,489 

4,856 

5,109 

5,  248 

166 

162 

184 

224 

247 

268 

299 

325 

357 

400 

1,641 

1,685 

1, 724 

1,772 

1,814 

1,860 

1,917 

1,966 

2,017 

2,067 

1,  255 

1, 223 

1,335 

1,331 

1,367 

1,419 

1,467 

1,677 

1,844 

2,  224 

1, 904 

1,967 

2,039 

2,  112 

2, 198 

2,  279 

2,365 

2,453 

2,  544 

2,  626 

29,531 

29, 726 

30,163 

31,472 

33,117 

35,079 

36,360 

39,387 

41,102 

42,953 

( - ) 34 

( -)  7 

( -)  19 

( -)  33 

( -)  31 

( -)  36 

(-)76 

(")93 

(“)115 

(+)10 

29,497 

29,719 

30, 144 

31,439 

33,086 

35,043 

36, 284 

39, 284 

40,987 

42,  963 

92 

94 

97 

99 

101 

104 

107 

110 

112 

115 

319 

315 

312 

318 

326 

337 

340 

359 

365 

372 
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TABLE  8 

DISTRIBUTION  OF  LABOR  FORCE  BY  OCCUPATIONAL  GROUPSb 


(in  thousands) 


Large  towns 
(over  50,000) 

Small  towns 
(less  than 
50,000) 

Villages 
(less  than 
5,000) 

Total 

Professional  and  Technical 

100 

200 

600 

900 

Managerial,  Administra- 
tive, and  Clerical 

200 

100 

300 

600 

Sales  and  Related 

300 

300 

1,  200 

1,800 

Agriculture 

(a) 

1, 000 

17,100 

18,100 

Mining 

(a) 

(a) 

(a) 

(a) 

Transport  operation 

(a) 

(a) 

200 

200 

Manufacturing  and  Crafts 

500 

500 

2,700 

3,700 

Services 

200 

300 

1,  100 

1,  600 

Total 

1, 300 

2,400 

23, 200 

26,900 

(a)  Less  than  100,000. 
b 

Source:  D.  N.  Wilber,  Pakistan:  Its  People  , Its  Society. Its  Culture. 

New  Haven,  HRAF  Press,  1964,  p.  428  (Quoted  from  the  Report 
of  the  Department  of  Manpower  and  Employment.  Pakistan.  1959- 
60)  . 
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TABLE  9 

AN  ESTIMATE  OF  INCOME  DISTRIBUTION  IN  PAKISTAN,  1959-60a 

(1964-65  prices) 


(in  rupees) 


Percent  of  total 

population 

East  Pakistan 

West  Pakistan 

Karachi 

5%  lower  income 

group 

186 

203 

80 

45%  lower  middle 

income  group 

222 

276 

211 

45%  upper  middle 

income  group 

368 

398 

624 

5%  higher  income 

group 

686 

995 

2,  165 

Average 

309 

363 

488 

aSource:  Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70). 

p.  29.  ~ ’ 

These  data  and  the  data  compiled  bj  Haq,  from  the  income  tax  returns 
of  the  urban  areas  in  Pakistan,  and  shown  in  the  following  table  (Table 
10),  confirm  the  widespread  belief  that  there  is  a greater  inequality 
in  income  distribution  in  West  Pakistan  than  in  the  East. 

TABLE  10 

PATTERN  OF  INCOME  DISTRIBUTION  IN  EAST  AND  WEST  PAKISTAN21 


Year 

Region 

Top  1% 

Top  10% 

Top  20% 

Bottom  50% 

1950-51 

(East 

( 

Pakistan 

10.5 

43.1 

58.0 

19.2 

(West 

Pakistan 

16.2 

44.3 

58.4 

18.9 

1957-58 

(East 

( 

Pakistan 

9.6 

34.4 

47.4 

24.5 

(West 

Pakistan 

16.1 

41.8 

55.4 

21.8 

Source:  Khadija  Haq,  A Measurement  of  Income  Inequality  in  Urban 

Personal  Income  Distribution  in  Pakistan, " The  Pakistan  Devel- 
opment Review.  Vol . IV,  No.  4,  Winter,  1964,  p.  633. 
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Consumption  Pattern 

Income  per  spending  unit,  rather  than  per  capita  income,  is  more 

important  for  understanding  consumption  pattern.  According  to  a recent 

survey  in  Pakistan  the  average  size  family  contains  5.5  members.  There 

are  1.5  earning  members  per  family.  Average  monthly  family  income  and 

expenditures  are  Rs . 174.66  and  Rs.  144.68,  respectively.1  In  rural 

and  urban  areas  these  figures  are  5.5,  1.5,  Rs . 166.64,  Rs . 135. 152 3  and 

3 

5.8,  1.5,  Rs . 229.58,  Rs.  208.14  , respectively.  It  appears,  that 
despite  lower  family  income,  the  rural  families  save  more,  percentage 
wise,  than  the  urban  families.  This  may  lead  to  the  conclusion  that 
in  the  Pakistani  context  and  condition,  saving  function  is  significant- 
ly influenced  by  the  degree  of  income  uncertainty.  As  Khan  states: 

Farmers  being  uncertain  about  their  production, 
save  for  bad  days  even  if  their  income  is  low  while 
salary  and  wage  earners  who  receive  fixed  regular 
income  do  not  need  to  be  concerned  to  the  same  ex- 
tent . 4 

Thirty  percent  of  the  families  have  monthly  income  less  than  Rs. 
1005  and  are  living  at  below  subsistence  level.  President  Ayub  Khan 
in  his  forward  of  Third  Five  Year  Plan  has  stated: 


Government  of  Pakistan,  Central  Statistical  Office,  Report  on  the 
Quarterly  Survey  of  Current  Economic  Condition  in  Pakistan:  Household 
Income  and  Expenditure  (July,  1963  to  June.  1964).  Karachi,  1967,  pp. 
54-55. 


2 

Ibid ■ , pp.  26-27. 

3Ibid. . pp.  40-41. 

4 M 

M.  I.  Khan,  A Note  on  Consumption  Patterns  in  the  Rural  Areas 
of  East  Pakistan,"  The  Pakistan  Development  Review.  Vol . Ill,  No.  3, 
Autumn,  1963,  p.  409. 

5 

Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan,  p . 54 . 
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At  present,  about  40  percent  of  the  total 
households  in  East  Pakistan  and  about  24  percent 
in  West  Pakistan  obtain  a monthly  income  less 
than  Rs.  100.  Such  a maldistribution  of  income 
is  totally  unacceptable.1 

But  the  solution  is  not  redistribution  of  income.  As  he  further 
states : 

What  is  basic  to  the  establishment  of  Islamic 
Socialism  is  the  creation  of  equal  opportunities 
rather  than  equal  distribution  of  wealth.2 

Only  11  percent  of  the  families  have  monthly  income  above  Rs.  300, 
which  is  a bare  minimum  for  a decent  living  in  Pakistan.3  For  many 
commodities  the  market  is  limited  to  the  upper  1 or  2 percent  of  the 
families.  For  most  of  the  families  the  bulk  of  their  budget  is  spent 
on  food  items,  which  varies  from  68.4  percent  to  45.2  percent  from  the 

4 

lowest  to  highest  group. 

Despite  mass  poverty  and  widespread  illiteracy  the  hope  of  the 
common  people  is  rising.  Since  1960  GNP  is  growing  at  a much  faster 
rate  and,  for  the  first  time,  agricultural  output  is  growing  more 

5 

rapidly  than  the  population.  One  of  the  explicit  aims  of  the  long- 
term perspective  plan  of  Pakistan  is  to  more  than  double  the  per  capita 
6 

income  by  1985.  Despite  present  low  per  capita  income  average  Pakistanis 


■'■Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  V. 

2Ibid , , p.  IV. 

3 

Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan:  Household  Income  and  Expenditure  (July 
1963,  to  June,  1964),  p.  59. 

4T,  . , 

Ibid . , p.  55. 

5 

Gustav  F.  Papanek,  Pakistan:  The  Development  Miracle.  New  York: 
Asia  Society,  1965,  p.  4. 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  17. 
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are  getting  the  minimum  calories  set  by  the  Food  and  Agricultural 
Organization  (FAO).1  It  is  expected  that  a better  part  of  their  future 
increased  income  will  be  spent  on  commodities  other  than  food. 

Influence  of  Government  Planning  and  Control 

Planning  in  an  underdeveloped  economy  means  the  formulation  of 
programs  and  policies  designed  to  lead  it  by  a consciously  directed 
and  accelerated  movement  from  a technological  backward  and  feudalistic 
stage  into  the  modern  era  of  technology. 

Pakistan's  Experience  with  Planning 

State  planning  is  not  a new  phenomenon  in  Pakistan.  Even  before 
the  end  of  World  War  II,  a Department  of  Planning  and  Development  was 
set  up  by  the  British  Government  to  prepare  a scheme  for  post-war  re- 
construction of  India.  After  partition,  a Development  Board  was  es- 
tablished by  the  Government  of  Pakistan  to  oversee  the  scheme  that  had 
been  prepared  for  the  Pakistani  areas  and  to  revise  it,  where  necessary, 
to  suit  the  needs  of  the  new  state.  Before  this  scheme  was  implemented 
Pakistan  became  a partner  in  a regional  plan.  Under  the  new  plan  each 
of  the  eight  participating  Commonwealth  countries  of  South  and  South 
East  Asia  were  to  prepare  a plan  to  be  embodied  in  a six  year  plan 
(1951-57),  the  Colombo  Plan  for  Cooperative  Economic  Development  in 
South  and  South  East  Asia.  As  far  as  the  Pakistani  part  of  the  plan 
is  concerned,  it  met  with  only  partial  success.  It  was  replaced  by  a 
new  five  year  plan  two  years  before  it  was  scheduled  to  end. 


^Embassy  of  Pakistan,  Washington,  D.  C.,  News  Digest.  February  1, 
1968,  p.  2. 
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The  First  Five  Year  Plan 

In  framing  the  new  plan  the  Pakistan  Planning  Board1  received 
great  assistance  from  the  Ford  Foundation  and  Harvard  University.  The 
former  provided  the  funds  and  the  latter  provided  the  expert  advice  and 
initial  staff  to  prepare  the  country's  first  comprehensive  plan  for 
long-range  economic  and  social  development.2 3 

Although  the  First  Five  Year  Plan  failed  to  achieve  its  overall 
goal  due  to  political  disorders,  natural  calamities  and  institutional 
drawbacks,  it  paved  the  way  for  future  economic  development.  It  was 
the  first  scientifically  drawn  comprehensive  and  consolidated  plan  for 
Pakistan.  The  plan  was  designed  to  achieve  the  following  objectives: 

(a)  To  raise  the  national  income  and  standard  of  living;  (b)  to  improve 
the  balance  of  payments  by  increasing  exports  and  by  production  of 
substitutes  for  imports;  (c)  to  increase  the  opportunity  for  useful 
employment;  (d)  to  make  steady  progress  in  providing  social  services, 
housing,  education,  health,  and  social  welfare;  and  (e)  to  rapidly 
increase  the  rate  of  development,  especially,  in  East  Pakistan  and 

.Q 

other  relatively  less  developed  areas. 

The  Second  Five  Year  Plan 

These  objectives  were  restated  in  the  Second  Five  Year  Plan  (1960- 
65).  "The  Second  Plan  endeavored  to  speed  up  the  pace  of  development, 
to  overcome  the  inadequacies  of  achievement  during  the  First  Plan  period, 
and  to  ensure  that  the  stage  of  self-generating  growth  was  reached 


Later  on  renamed  Planning  Commission  of  Pakistan. 

2 

Ford  Foundation,  Design  for  Pakistan.  New  York,  1965,  p.  2. 

3 

Government  of  Pakistan,  Planning  Board,  The  First  Five  Year  Plan 
(1955-60),  1956,  p.  7. 
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within  measurable  period  of  time."1  The  Second  Five  Year  Plan  achieved 
most  of  its  targets  and  as  regards  to  major  objectives,  they  were  over- 
achieved. It  created  an  adequate  social  overhead  and  prepared  the 
economy  for  a rapid  rate  of  growth.  The  following  data  will  speak  for 
the  achievements  of  the  Second  Five  Year  Plan: 

1.  Gross  National  Product  (GNP)  and  per  capita  income  at  constant 
price  rose  at  an  annual  compound  rate  of  5.2  and  2.5  percent, 
respectively . 

2.  Average  and  marginal  rate  of  saving  rose  from  5.9  and  -1.4 
percent  to  9.5  and  21.8  percent. 

3.  Dependence  on  foreign  assistance  as  a percentage  of  gross 
investment  fell  from  46.1  percent  (under  First  Five  Year  Plan) 
to  40  percent  during  Second  Plan. 

4.  Contribution  of  agricultural  sector  toward  GNP  fell  and  con- 
tribution of  industry  sector  rose. 

5.  Share  of  private  investment  rose  from  50  to  52  percent. 

6.  Both  exports  and  imports  rose  considerably.  Export  rose  at  a 
faster  rate  (7  percent)  than  the  GNP  growth  rate. 

7.  Share  of  manufactured  goods  and  invisibles  in  the  country's 
export  rose  from  37  to  47  percent,  whereas  the  same  for 
primary  materials  fell  from  63  to  53  percent.  In  the  import 
trade  share  of  consumer  goods  fell  from  32  to  22  percent  and 
that  of  capital  goods  rose  from  38  to  47  percent.2 


■^Government  of  Pakistan, 
Year  Plan  (1960-65).  1961,  p. 

2 

Government  of  Pakistan, 


Planning  Commission,  The  Second  Five 
4. 

The  Third  Five  Year  Plan  (1965-70),  pp. 


1-16. 
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Long-Term  Perspective  Plan 

An  underdeveloped  country  which  has  accepted  planned  development 
as  a course  of  action  must  treat  planning  as  a continuous  process. 
Success  during  the  Second  Plan  period  gave  confidence  that  Pakistan's 
economy  can  maintain  a sustained  growth.  Accordingly  a long-term 
Perspective  Plan  covering  a period  of  20  years,  from  1965-66  to  1984- 
85,  was  drawn.  The  explicit  aims  of  the  Perspective  Plan  are:  (a)  a 
quadrupling  of  the  Gross  National  Product  from  about  Rs.  43,365  million 
in  1964-65  to  about  Rs . 174,300  million  in  1984-85;  more  than  doubling 
per  capita  income  from  Rs . 386  in  1965  to  Rs . 932  in  1985;  (b)  provision 
of  full  employment  for  the  entire  labor  force  by  about  the  middle  of 
the  Perspective  Plan  period;  (c)  parity  in  per  capita  incomes  between 
East  and  West  Pakistan;  (d)  universal  literacy;  and  (e)  elimination  of 
dependence  on  foreign  assistance.'*' 

The  attached  table  (Table  11)  will  show  the  salient  feature  of  the 
Perspective  Plan.  The  Third  Five  Year  Plan  (1965-70)  is  the  first  to 
be  formulated  explicitly  within  the  framework  of  the  long-range 
Perspective  Plan.  The  pattern  of  growth  in  the  Third  Plan  is  similar 
to  that  of  the  Second  Plan  with  the  only  difference  that  the  growth 
rate  would  be  higher,  6.5  percent  as  against  5.2  percent. 

Government  Participation  and  Control 

The  eighteenth  and  nineteenth  century  economic  development  in  the 
West  had  been  accomplished  under  private  initiative  without  any  signif- 
icant role  played  by  the  state.  But  in  the  economic  development  of 


Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  17. 


TENTATIVE  PROJECTIONS  FOR  THE  PERSPECTIVE  PLAN,  1965-85 
(In  millions  of  rupees  1964-65  prices) 
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many  underdeveloped  areas  of  today  the  state  will  have  to  play  a bigger 
role  by  necessity,  if  not  by  choice.  People  of  the  underdeveloped 
countries  are  no  longer  satisfied  with  their  existing  economic  and 
social  conditions.  Their  desire  to  change  their  economic  and  social 
conditions  is  exerting  a strong  pressure  on  the  limited  resources  and 
the  existing  economic  and  social  order.  No  underdeveloped  country  can 
ignore  the  need  for  rapid  economic  growth  without  incurring  the  grave 
risk  of  internal  disruption  and  external  intrusion.  Because  of  these 
changed  circumstances  the  government  and  the  business  are  impelled  to 
undertake  responsibilities  which  they  did  not  have  to  do  in  earlier 
days.  "The  very  large  increase  in  the  economic  role  of  the  government 
(/today}  ...  is  the  result  not  so  much  of  a shift  in  ideas  concerning 
the  proper  relations  of  government  and  business  as  it  is  of  a change 
in  the  nature  of  the  problems  that  government  and  business  have  been 
called  upon  to  solve."'*'  As  has  been  stated  by  Mr.  Eugene  Black,  Pres- 
ident, International  Bank  for  Reconstruction  and  Development  (IBRD): 

I am  as  impatient  with  those  theologians  of 
capitalism  who  preach  that  private  capital  can 
meet  all  the  world's  development  needs  as  I am 
with  those  theologians  of  socialism  who  preach 
that  only  state  enterprise  can  satisfy  demands.2 

The  regions  of  Indo-Pak  subcontinent,  which  now  constitute  Pakistan 
were  those  which  lagged  behind  in  industrial  development.  There  were 
few  entrepreneurs  and  capital  was  in  short  supply.  Though  there  was 
ample  scope  for  industrial  development,  there  was  no  proper  climate 


■*E . S.  Mason,  Economic  Planning  in  Underdeveloped  Areas.  New  York, 
Fordham  University  Press,  1958,  p.  2. 

2 

Eugene  Black,  Time  (Weekly  Magazine),  October  28,  1957,  p.  60. 
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for  it.  In  the  traditional  culture  of  Pakistan  the  landed  aristocracy 
and  government  officials  occupied  a position  of  respect.  The  indus- 
trial class  were  looked  down  upon.  In  addition,  some  of  the  recent 
development  schemes  were  financed  through  foreign  loans  which  were  to 
be  channelled  through  governmental  institutions.  As  a result  "Pakistan's 
economic  structure  presents  the  spectacle  of  a mixed  economy  in  which 
private  and  public  enterprise  coexist  in  the  same  and  related  fields  of 
economic  activity."'1' 

From  the  very  beginning  the  government  policy  had  been  to  encourage 
and  assist  the  development  of  private  enterprise.  According  to  the 
1948  government  industrial  policy  statement2  only  monopolies  and  public 
utilities  are  suitable  for  nationalization.  However,  industries,  which 
were  considered  vital  to  the  national  development  and  for  which  private 
capital  was  not  forthcoming,  were  developed  by  the  Government  with  the 
understanding  that  as  soon  as  they  became  profitable  they  would  be 
transferred  to  the  private  sector.  Recently  the  Karnaphuli  Paper 
Mills,  the  largest  paper  mill  in  Pakistan,  which  was  originally  devel- 
oped by  the  Pakistan  Industrial  Development  Corporation  (PIDC)3  has 
been  sold  to  a private  corporation.  In  view  of  the  great  need  for  de- 
velopment there  is  ample  room  for  both  private  and  public  enterprises 


1Nurul  Islam,  "Private  and  Public  Enterprises  in  the  Economic  De- 
velopment of  Pakistan,"  Asian  Survey.  Vol . 3,  No.  7,  July  1963,  p.  338. 

Government  of  Pakistan,  Bureau  of  Business  Facilities  and  Infor- 
mation, Pakistan  Welcomes  Foreign  Investment,  Appendix  A,  pp.  131-36 
(Industrial  Policy  Statement  of  the  Government  of  Pakistan.  April  22,  1948). 

3 

Pakistan  Industrial  Development  Corporation  had  been  later  on 
bifurcated  into  East  Pakistan  Industrial  Development  Corporation  (EPIDC) 
and  West  Pakistan  Industrial  Development  Corporation  (WPIDC) . 
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in  Pakistan.  The  1959  revised  industrial  policy  also  put  a great 
emphasis  upon  private  enterprise. 

As  will  be  clear  from  the  preface  of  the  Second  Five  Year  Plan, 
Pakistan's  approach  to  economic  planning  had  been  pragmatic  all  along: 

No  doctrinaire  assumptions  underlie  the  Plan, 
and  neither  an  exclusively  capitalist  nor  an  ex- 
clusively socialist  economy  is  postulated.  The 
approach  throughout  is  pragmatic.  The  fundamental 
problem  is  how,  under  severely  limiting  conditions, 
to  find  some  way  towards  the  liberation  of  the 
people  from  the  crushing  burden  of  poverty.  Viewed 
in  this  context,  economic  growth  becomes  a necessi- 
ty for  sheer  survival.  The  compelling  considera- 
tion is  that  the  economy  must  grow  at  a rate  which 
must  be  faster  than  the  increase  in  population; 
also,  the  pace  of  future  growth  must  be  such  as  to 
lead  with  expedition  towards  a modernized  and  self- 
sustaining  economy.  The  awakening  aspirations  of 
the  people  are  exerting  strong  pressures  on  the  ex- 
isting economic  and  social  order;  and  no  underdevel- 
oped country  today  can  afford  to  fall  behind  in  the 
race  for  progress  without  incurring  the  very  grave 
risk  of  internal  disruption  or  external  intrusion. 

Progress  must,  however,  be  sought  mainly  through 
inducement,  less  through  direction.  The  creative 
energies  of  the  people  can  be  best  harnessed  to 
the  needs  of  development  if  the  policies  of  eco- 
nomic liberalism  are  pursued.'*' 

In  the  implementation  of  the  Second  and  Third  Five  Year  Plans  great 
reliance  had  been  placed  on  private  enterprise  and  the  role  of  Govern- 
ment had  been  mainly  to  provide  the  climate  and  the  infra-structure 
required  for  investment  in  manufacturing  industries.2 

The  following  table  (Table  12)  will  show  the  relative  quantitative 
importance  of  public  and  private  investment  in  the  economic  development 
of  Pakistan: 


Government 
x i i i -x  i v . 

2 

Government 


of  Pakistan, 
of  Pakistan, 


The  Second  Five  Year  Plan  (1960-65),  pp. 

The  Third  Five  Year  Plan  (1965-70),  p.  449. 
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TABLE  12 

PUBLIC  AND  PRIVATE  INVESTMENTS  IN  PAKISTAN 


(in  million 

rupees) 

Investment 

Year 

Public 

Private 

Total 

First  Plan  period 

1955-56 

770 

900 

1, 600 

1956-57 

920 

930 

1, 850 

1957-58 

1, 210 

1,000 

2,  210 

1958-59 

1,370 

1, 000 

2,370 

1959-60 

1.680 

1,000 

2,  680 

Total 

5,950 

4,830 

10,780 

Second  Plan  period^ 

Allocation 

16, 220 

8,  380 

24,600 

Achievement 

14,830 

11,500 

26,330 

Third  Plan  period 

Allocation 

30,000 

22, 000 

52, 000 

Government  of  Pakistan, 

The  Second 

Five  Year  Plan  (1960-65).  p 

. 26. 

^Government  of  Pakistan, 

The  Third 

Five  Year  Plan  (1965-70),  pp 

• 42, 

100. 
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Extent  of  government  control 

It  has  been  estimated  that  only  15  percent  of  the  economic  activ- 
ities of  the  country  is  under  the  direct  government  operation.1  With 
the  exception  of  a few  large-scale  industries  operated  by  the  East  and 
West  Pakistan  Industrial  Development  Corporation,  for  which  private 
capital  was  not  forthcoming  at  the  initial  stage,  major  public  invest- 
ments are  restricted  in  social  overhead  capital.  Although  a large 
segment  of  the  economy  has  been  left  to  private  enterprise,  the  govern- 
ment exercises  a general  control  and  supervision  over  the  economy  as  a 
whole.  This  the  government  seeks  to  achieve  through  allocation  of 
finance,  scarce  resources,  foreign  exchange,  etc.,  through  government 

sponsored  institutions  and  through  tax  benefit,  price  control, .and 

, . .2 
licensing . 

The  report  submitted  by  three  bankers  of  international  repute  who 
visited  Pakistan  at  the  suggestion  of  Mr.  Black,  President  of  the  IBRD, 
will  show  clearly  the  relative  position  of  public  and  private  enterprise 
in  Pakistan: 


The  government  is  quite  clear  as  to  the  role 
which  it  assigns  to  public  and  private  enterprise 
within  the  plan.  Apart  from  certain  social  needs, 
which  are  met  in  almost  all ' countries  by  public 
expenditures,  and  apart  from  the  qualification 
that  whenever  private  funds  and  initiative  are  not 
forthcoming  in  the  essential  areas  the  state  will 
have  to  undertake  the  investment  itself,  the 


Gustav  F.  Papanek,  Pakistan's  Development:  Social  Goals  and 

Private  Incentives.  Cambridge,  Massachusetts,  Harvard  University  Press, 
1967,  p.  24. 

2 

Nurul  Islam,  Private  and  Public  Enterprise  in  the  Economic 
Development  of  Pakistan,"  pp.  340-45. 
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Government  believes  that  as  much  as  possible  should 
remain  with  the  private  sector.1 

Role  of  Foreign  Economic  Assistance  and  International 
and  Regional  Cooperation 

Foreign  Economic  Assistance 

One  of  the  symptoms  of  an  underdeveloped  economy  is  the  low  per 
capita  income.  In  Pakistan  the  per  capita  income  is  very  low.  As  per 
capita  income  is  very  low,  the  propensity  to  consume  is  very  high.  As 
propensity  to  consume  is  very  high  there  is  less  savings  and  invest— 
ments.  As  a result  there  is  lower  per  capita  income.  This  is  a vicious 
circle.  Low  per  capita  income  is  both  a cause  and  an  effect  of  under- 
development. Rapid  economic  development  is  the  answer  to  this.  To 
achieve  economic  development,  the  most  essential  factors  needed  are 
capital,  technical  knowhow,  and  institutional  framework.  Technical 
knowhow  is  again  a function  of  capital.  Discussion  of  institutional 
framework,  in  general,  will  be  made  in  Chapter  III.  Marketing  insti- 
tution, which  is  the  central  theme  of  this  study,  will  be  taken  up  in 
Chapter  V. 

Need  for  foreign  economic  assistance 

Building  up  of  social  overheads  is  both  a precondition  and  part  of 
economic  development.  To  achieve  this  and  to  industrialize  the  country 
and  modernize  agriculture  there  is  a need  of  capital  goods.  As 
Pakistan  lacks  in  capital  goods  and  some  essential  raw  materials,  she 
has  to  depend  on  other  countries  for  the  same.  Training  of  suitable 


Robert  D.  Campbell,  Pakistan:  Emerging  Democracy.  New  York,  D. 

Van  Nostrand  Company,  Inc.,  1963,  p.  74  (Quoted  from  the  New  York  Times. 
Section  10,  February  5,  1961,  p.  9). 
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young  men,  to  take  charge  of  modern  technology  ,will  have  to  be  done  in 
foreign  countries.  To  pay  for  these,  Pakistan  needs  foreign  exchange 
which  she  cannot  earn  through  her  exports.  Pakistan's  economy  is  based 
on  subsistence  agriculture,  which  contributes  49  percent  of  her  GNP  and 
earns  53  percent  of  her  foreign  exchange.1  Apart  from  low  productivity 
and  institutional  barriers,  a primary  raw  material  producing  country 
like  Pakistan  cannot  increase  her  exports  to  industrialized  countries 
for  the  following  reasons: 

1.  Above  a certain  level  the  income  elasticity  of  demand  for 
primary  products  is  less  than  one. 

2.  Tendency  towards  the  substitution  of  primary  products  by 
synthetic  materials. 

3.  Protection. 

4.  Movement  of  terms  of  trade  against  primary  raw  material 
producing  countries  and  in  favor  of  industrial  countries.2 

As  Pakistan  cannot  earn  the  necessary  foreign  exchange  through 
increase  of  exports  she  must  find  some  alternative  means  for  paying 
for  imports  if  she  is  to  carry  on  her  program  for  economic  development. 
Here  lies  the  need  and  scope  of  foreign  economic  assistance.  Foreign 
assistance  can  take  place  in  various  forms.  An  outright  gift  seems 
apparently  good  for  an  aid  receiving  country  but  this  is  not  an  ideal 
arrangement.  It  does  not  require  any  discipline  on  the  part  of  the 


■'■Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  pp. 

3,  9.  (This  is  1964-65  figure"]  In  1949-50  they  were  60  percent  and 
89  percent,  respectively) . 

2 

Roy  Harrod,  "Economic  Development  and  Asian  Regional  Cooperation, " 
The  Pakistan  Development  Review,  Vol.  2,  No.  1,  Spring,  1962,  p.  3. 
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recipient  country.  Loan,  on  the  other  hand,  requires  the  act  of 
saving,  discipline,  and,  to  some  extent,  self-denial  on  the  part  of 
the  recipient.  Borrowed  money  would  be  more  economically  and  judi- 
ciously utilized.1 2 3  Long-term  loan  at  low  interest  rate  seems  to  be 
the  most  suitable. 

Regarding  public  versus  private  funds,  the  latter  is  preferred 
because  it's  free  from  political  bias.  Similarly  on  the  question 
whether  the  assistance  should  be  bilateral  or  multilateral,  there  are 
advantages  and  disadvantages  to  both.  However  on  overall  consideration 
the  latter  is  preferred  and  is  being  increasingly  used. 

The  purpose  of  foreign  economic  assistance  is  not  to  supplant  the 
internal  capital  formation  but  to  supplement  it.  Its  purpose  is  to 
launch  the  recipient  country's  economy  into  self-sustaining  growth. 
Though  Pakistan  has  been  receiving  increased  amount  of  foreign  assist- 
ance since  1960,  her  internal  saving  and  investments  has  been  rising 
and  dependence  on  foreign  loan  as  a percentage  of  total  investment 
or  GNP  has  been  falling. 

Prior  to  launching  the  First  Five  Year  Plan,  Pakistan  received 
meagre  foreign  economic  assistance,  mostly  as  grants.  In  the  imple- 
mentation of  the  First  Plan,  the  amount  of  foreign  assistance  received 

2 

was  still  not  very  large.  However,  in  the  Second  Plan  it  constituted 

3 

38  percent  of  the  total  plan  outlay  and  8 percent  of  the  GNP.  In  the 


1David  A.  Baldwin,  Foreign  Aid  and  American  Foreign  Policy.  New 
York,  Frederick  A.  Praeger,  Publishers,  1959,  p.  67. 

2 

Government  of  Pakistan,  The  First  Five  Year  Plan  (1955-60),  pp. 

204-7. 

3 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  pp. 

9,  91. 
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Third  and  Fourth  Plans  too  it  is  expected  to  play  a significant  role, 
though  at  an  increasingly  lower  percentage  of  the  GNP  or  total  invest- 
ment. By  the  end  of  the  Sixth  Plan,  1985,  Pakistan  expects  to  be 
completely  free  from  dependence  on  foreign  assistance. 

Bulk  of  assistance  so  far  received  has  been  public  funds  and  has 
been  spent  mostly  in  the  public  sector  for  building  up  social  over- 
head, which  is  not  very  profitable.1  Private  foreign  investment  has 
been  very  limited.  Foreign  private  capital  is  unwilling  to  establish 
industries  in  Pakistan  because  of  the  limited  market  which  is  unlikely 
to  absorb  the  products  of  the  industries  at  profitable  price.  Market 
limitation  is  primarily  the  result  of  low  per  capita  income  of  the 
people.  Moreover  in  the  absence  proper  marketing  facilities,  whatever 
latent  purchasing  power  there  is  has  not  been  converted  into  actual 
purchasing  power.  One  exception  has  been  British  capital.  "British 
Capital  has  participated  in  several  industrial  enterprises  in  Pakistan, 
and  specific  industries  have  been  developed  to  take  advantage  of 

imperial  preference  rates  on  items  such  as  chemicals,  drugs,  textiles, 

.,2 

and  metal  products. 

Because  the  supply  of  foreign  capital  in  the  form  of  loans  and 
aid  is  essentially  limited,  the  future  of  economic  development  in 
Pakistan  seems  to  be  inextricably  tied  up  with  the  ability  to  attract 
direct  business  investments.  The  1948  industrial  policy  statement  of 


■^Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  pp . 
66,  75,  76,  and  91,  and  Government  of  Pakistan,  The  Second  Five  Year 
Plan  (1960-65),  pp.  30-32  and  98-102. 

2 

U.S.  Government,  Bureau  of  Foreign  Commerce,  Investment  in 
Pakistan:  Conditions  and  Outlook  for  United  States  Investors,  Washing- 
ton, D.  C.,  U.S.  Government  Printing  Office,  1954,  p.  43. 
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the  government  put  certain  conditions  on  the  direct  participation  of 
foreign  capital.  However,  the  1948  supplementary  statement,  the  1954 
revised  policy  statement,  and  the  1959  industrial  policy  statement,  by 
nullifying  most  of  the  conditions  and  by  providing  facilities  for  re- 
mittance of  profit  and  repatriation  of  capital  has  opened  the  channel 
for  private  investment.  This,  together  with  restoration  of  internal 
political  stability,  is  already  showing  some  good  results.  Foreign 
private  investment  is  expected  to  double,  from  $90  million  to  $180 
million,  between  1960  and  1970.  Though  private  foreign  investment 
has  been  increasing  recently,  it  was  available  only  in  limited  fields 
like  mining  and  oil  refining,  etc. 

International  Cooperation 

Helping  other  people  is  of  course  not  a new  phenomenon.  'Help 
thy  neighbor'  is  the  message  of  the  Bible  and  the  Quran.  But  never  in 
the  past  was  it  practiced  on  such  a wide  international  scale.  Never  in 
the  past  paid  so  few  so  much  to  so  many.  Pakistan's  economic  assist- 
ance comes  from  many  countries,  United  States  heading  the  list  and 
contributing  no  less  than  50  percent  of  the  total  assistance  so  far 
received  by  Pakistan.  Pakistan  also  receives  from  the  World  Organiza- 
tion, especially,  International  Bank  for  Reconstruction  and  Development, 
International  Development  Association,  and  International  Finance  Corpo- 
ration, in  which  the  United  States  contributes  heavily. 


■''Government  of  Pakistan,  Pakistan  Welcomes  Foreign  Capital. 
Appendix  'A',  p.  134. 

2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70) 
p.  76.  ’ 
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The  attached  table  (Table  13)  will  show  the  amount  of  foreign 
assistance  commitments  Pakistan  received  between  July,  1960  and  March, 
1964,  showing  the  countries  and  organizations  which  offered  them. 

Most  of  the  loans  were  given  on  approved  projects.  For  example,  in 
1962,  Agency  for  International  Development  (AID),  which  handles  the 
bulk  of  the  United  States  loans,  advanced  $84.8  million  to  38  approved 
projects  in  Pakistan.1  In  the  past  most  of  the  loans  were  obtained  on 
bilateral  basis.  Currently  Pakistan  receives  most  of  its  development 
loans  through  'Aid  Pakistan  Consortium'  in  which  United  States,  United 
Kingdom,  West  Germany,  Japan  and  IBRD  are  contributors. 

Regional  Cooperation 

Because  of  language  and  cultural  barriers  the  countries  of  South 
and  South  East  Asia  have  been  boxed  off  from  each  other  for  generations. 
They  had  closer  contact  with  many  European  countries  than  they  had 
among  themselves.  Areas,  like  Indo-Pak  subcontinent,  Indo-China,  which 
were  brought  together  under  foreign  rule,  broke  apart  even  before  the 
withdrawal  of  the  foreign  powers,  as  no  deliberate  steps  had  been  taken 
to  bring  them  together  in  an  economic  unit  while  they  were  under  common 
rule.  However,  their  common  tie  with  the  crown  and  the  language  of 
the  ruling  country,  as  in  the  case  of  British  Commonwealth,  had  some 
good  effect.  The  Colombo  Plan  for  Cooperative  Economic  Development  in 
South  and  South  East  Asia  is  the  product  of  such  a contact. 

For  certain  industries,  especially  capital  goods  industries,  the 
size  of  the  industrial  unit  is  very  important.  Because  of  the  market 


1 

U.  S.  Government,  Agency  for  International  Development,  FY  1962 
Projects . Washington,  D.  C.,  1962,  p.  24. 
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TABLE  13 

FOREIGN  AID  TO  PAKISTAN  COMMITMENT  FROM 
JULY,  1960  THROUGH  MARCH,  1964a 


(in  million  dollars) 


Count ry/Agency 

Grant 

Loan 

Total 

Australia 

6 

6 

Canada 

68 

12 

80 

France 

7 

— 

7 

Germany 

3 

182 

185 

Italy 

— 

6 

6 

Japan 

— 

108 

108 

New  Zealand 

1 

— 

1 

Sweden 

3 

— 

3 

United  Kingdom 

3 

93 

96 

United  States*3 
1.  DLF 

_ 

30 

30 

2.  AID 

194 

470C 

664 

3.  Eximbank 

— 

4Sd 

48 

4.  Suppliers  Credit 

— 

8 

8 

U.S.S.R. 

— 

30 

30 

Yugoslavia 

— 

15 

15 

IBRD/ I DA 

— 

163 

163 

IFC 

— 

4 

4 

Ford  Foundation 

13 

— 

13 

United  Nations  Agencies 

4 

— 

4 

United  Nations  Special  Fund 

11 

— 

11 

Total® 

305 

1,175 

1,480 

a 

Source:  D.  N.  Wilber,  Pakistan: 

Its  People 

Its' Society 

Its  Culture, 

New  Haven,  HRAF  Press,  1964,  p.  455  (Adapted  from  Economic 
Survey  of  Pakistan  1963-64.  Table  97). 


Does  not  include  Public  Law  480  allocation  which  totalled  $621.55 
million  from  1961  through  1964,  nor  grants  under  Public  Law  665/138 
(Defense  Supply)  for  which  figures  are  not  available. 

c 

Includes  $130  million  loans  authorized  but  not  concluded  by  the  end 
of  March,  1964. 

^Includes  $7  million  loans  authorized  but  not  concluded  by  the  end 
of  March,  1964. 

e 

Total  may  exhibit  small  differences  due  to  rounding  off  figures. 
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limitation  it  is  not  possible  to  establish  such  industries  in  Pakistan 
and  many  of  her  neighbors.  This  is  also  one  of  the  many  reasons  why 
foreign  private  capital  is  not  available  to  establish  industries  in 
underdeveloped  areas.  For  certain  other  industries  market  size  may 
not  be  a limitation  because  each  country  may  need  one  or  more  units. 
Here  again,  the  external  economies  within  the  industry  may  be  a con- 
sideration, which  would  accrue  only,  "if  the  industry  is  established 
as  a multi-unit  firm  basis. 

The  planners  of  Pakistan  have  been  conscious  of  this  from  the 

early  years  of  its  experience  with  economic  planning.  As  early  as 

1951  Pakistan  became  a partner  of  the  Colombo  Plan.  United  Nations 

Economic  Commission  for  Asia  and  the  Far  East  in  its  16th  session  held 

at  Bankok  in  March,  1960,  passed  a resolution  urging  greater  cooperation 

among  countries  of  the  ECAFE  region  in  order  to  achieve  accelerated 

social  and  economic  development.  Regional  cooperation,  as  visualized 

by  the  ECAFE  resolution,  should  have  the  following  stages:  (a)  sharing 

of  knowledge;  (b)  joint  deliberation;  (c)  unilateral  adoption;  (d) 

o 

common  standards;  (e)  joint  action. 

Regional  Cooperation  and  Development  (RCD) 

Though  some  progress  has  been  made  on  these  lines,  it  could  not 
proceed  very  far  on  account  of  mutual  distrust  and  hostilities  among 
some  neighboring  countries  in  the  region.  The  Central  Treaty  Organi- 
zation (CENTO)  and  South  East  Asia  Treaty  Organization  (SEATO),  in  which 


^Roy  Harrod,  op . cit  ■ . p.  10. 

2 

A.  Rashid  Ibrahim,  ECAFE  and  Economic  Cooperation  in  Asia,"  The 
Pakistan  Development  Review.  Vol . 1,  No.  3,  Winter,  1961,  p.  3. 
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Pakistan  is  a member,  though  essentially  mutual  defense  alliances, 
have  economic  sides  too.  Three  countries,  Pakistan,  Iran  and  Turkey 
agreed  to  cooperate  with  each  other  for  joint  subregional  development 
under  Regional  Cooperation  for  Development  (RCD) , formed  in  July,  1964. 
The  objectives  of  the  RCD  are: 

1.  Free  or  freer  movements  of  goods  through  all  practical  means 
such  as  the  conclusion  of  trade  agreements. 

2.  Formulation  and  implementation  of  joint  purpose  projects. 

3.  Improvement  of  transport  and  communication  links  between  the 
three  countries  through: 

(1)  reduction  of  postal  rates  to  the  level  of  internal  rates; 

(2)  improvements  of  air  transport  services  within  the  region 
and  the  eventual  establishment  of  a joint  airline; 

(3)  construction  and  improvement  of  rail  and  road  links; 

(4)  closer  cooperation  in  the  field  shipping,  including  the 
establishment  of  a joint  maritime  line  or  conference 
arrangement . 

4.  Promotion  for  tourism  within  the  region  and  elimination  of  visa 
formalities . 

5.  Establishment  of  a closer  cooperation  among  existing  chamber 
of  commerce  leading  to  a joint  chamber  of  commerce. 

6.  Provision  of  mutual  technical  assistance  in  the  form  of  experts 

1 

and  training  facilities. 


United  Nations,  "Sub-regional  Plan  Harmonization:  A Case  Study  of 
the  Regional  Cooperation  for  Development  (RCD)  (Turkey,  Pakistan  and 
Iran),"  Economic  Bulletin  for  Asia  and  the  Far  East.  Vol . XVIII,  No.  1, 
June,  1967,  p.  22. 
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These  three  countries  have  a common  religious  and  cultural  identity 
and  except  East  Pakistan  all  of  them  have  geographic  continuity.  The 
three  countries  show  similar  economic  patterns  though  per  capita  income 
is  much  lower  in  Pakistan  compared  to  the  other  two.  Cooperation  be- 
tween the  three  countries  will  enable  them  to  establish  industries  like 
steel  manufacturing,  machine  making,  aluminum,  fertilizers,  and  petro- 
chemicals. These  are  precisely  the  industries  in  which  economies  are 
extremely  important  and  advanced  technological  skills  and  large  capital 
investments  are  required."1 

RCD  countries  have  already  made  some  notable  progress.  "Three 
large  industrial  projects  for  aluminium,  carbon  black,  and  bank  note 
paper  have  been  worked  out  in  detail  and  approved  in  principle  for 
implementation  in  a joint  equity  participation  and  production  sharing 
basis.  * Other  industries  which  are  suitable  for  development  on  joint 
basis  are  being  examined  by  expert  groups.  So  far  21  industries  have 
been  found  suitable  for  joint  development  and  they  have  been  allotted 
to  three  countries  on  consideration  of  raw  materials,  labor,  etc.  Con- 
struction of  RCD  Highway,  which  is  a part  of  Greater  Asian  Highway, 
connecting  the  three  countries,  is  nearly  complete.  Visa  for  persons 
visiting  each  others'  country  not  exceeding  three  months,  has  been 
abolished.  Frequency  of  air  services,  which  already  existed,  has  been 
increased. 


United  Nations,  "Sub-regional  Plan  Harmonization:  A Case  Study  of 
the  Regional  Cooperation  for  Development  (RCD)  (Turkey,  Pakistan  and 
Iran),"  Economic  Bulletin  for  Asia  and  the  Far  East.  Vol . XVIII,  No.  1, 
June,  1967,  p.  27. 

2 

Ibid . . p . 28 . 


CHAPTER  III 


SOCIO-ECONOMIC  FACTORS  AFFECTING  MARKETING  IN  PAKISTAN 

(CONTINUED) 

Agriculture 

Agriculture  has  always  been  the  primary  industry  of  the  Indo-Pak 
subcontinent.  The  population  dependent  on  agriculture  has  risen  from 
65  percent  in  1872  to  75  percent  in  1940.  At  partition  the  existing 
industry  fell  virtually,  in  the  areas  demarcated  as  India,  and  Pakistan 
was  left  predominantly  agricultural.  It  has  been  mentioned  earlier 
that  agriculture  contributes  49.1  percent  of  Pakistan's  GNP  and  earns 
53  percent  of  her  foreign  exchange.  It  provides  employment  to  65  per- 
cent of  the  civilian  labor  force.* 2  Eighty-five  percent  of  the  people 
living  in  the  rural  areas,  depend  directly  or  indirectly  on  this  oc- 
cupation. It  supplies  raw  materials  to  industries  and  food  for  the 
growing  rural  and  urban  population.  No  sizable  industrial  program  can 
be  sustained  in  Pakistan  without  a prosperous  agricultural  sector. 

Since  Pakistan  cannot  expect,  at  least  for  the  time  being,  to  compete 
in  the  world  market,  the  increased  industrial  products  must  find 
markets  within  the  country  and  particularly  among  the  rural  masses."3 


A.  A.  Talukdar,  "Agricultural  Marketing  Problems  in  East  Pakistan, 
Enterprise  (Pakistan),  Vol.  IV,  No.  9,  May  16,  1955. 

2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  151 

3 

S.  M.  Akhtar,  op.  cit.,  Vol.  I,  p.  65. 
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East  Pakistan  is  a deltaic  region  formed  by  two  of  the  largest 
rivers  of  Asia,  the  Ganges  and  the  Brahmaputra.  Over  nine-tenths  of 
the  province  is  essentially  low,  flat  country  with  cultivated  fields 
stretching  for  hundreds  of  miles.  "in  the  high-water  season,  a great 
part  of  the  area  is  flooded  and  a rich  deposit  of  slit  spread.  The 
entire  plain  is  covered  by  thick  alluvial  deposits  which  have  accumu- 
lated as  a result  of  the  active  aggradational  work  of  the  numerous 
streams  that  traverse  it . " 

Area  and  Production  of  Principal  Crops 

In  spite  of  possessing  fertile  land,  most  of  which  can  produce 
three  crops  a year,  only  about  one-third  of  the  cultivated  area  is 
sown  more  than  once  (Table  14) . Two  of  the  main  causes  are  the  occa- 
sional Monsoon  floods  and  drought  during  winter.  Only  1 percent  of 

p 

the  total  cultivated  area  of  East  Pakistan  is  irrigated.  However,  the 
East  Pakistan  Water  and  Power  Development  Authority  (EPWAPDA)  has  under- 
taken projects  to  control  floods  during  Monsoon  and  to  extend  irriga- 
tion facilities  during  winter.  These  are  expected  to  increase  the 
cropland  area  of  East  Pakistan  by  more  than  2 million  acres  during  the 
Third  Plan  period  (1965-70). ^ In  East  Pakistan  farmers  on  the  average 
cultivate  about  2.6  acres  of  land.  More  than  60  percent  of  the 
farm  families  have  less  than  3 acres  to  cultivate.  These  areas  are 


lj • Russell  Andrus  and  Azizali  F.  Mohammed,  Economy  of  Pakistan. 
Stanford,  California,  Stanford  University  Press,  1958,  p"l  14^ 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  16. 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  401. 
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considered  minimum  for  subsistence  in  East  Pakistan.  Only  7.5  percent 
have  more  than  10  acres  to  cultivate.  As  a consequence  individual 
farmers  have  little  marketable  surplus. 

Although  West  Pakistan  is  about  six  times  larger  than  East  Pakistan 

most  of  it  is  either  dry  or  mountainous.  Only  about  one-fifth  of  the 

area  of  West  Pakistan  is  available  for  cultivation.  Table  14  shows  the 

total  area  of  East  and  West  Pakistan  with  areas  under  cultivation. 

However,  West  Pakistan  has  one  of  the  finest  canal  irrigation  systems 

in  the  world.  At  independence  76  percent  of  the  cropped  area  of  West 

2 

Pakistan  was  irrigated.  But  the  partition  of  the  country  cut  the 
irrigation  system  of  West  Pakistan  into  two  halves.  Headworks  of 
several  canals,  which  actually  pass  through  West  Pakistan,  fell  in 
India.  This  gave  India  control  over  the  supply  of  water.  This  together 
with  reclamation  of  more  unirrigated  lands  for  crop  production  dropped 
the  percentage  of  area  under  irrigation  to  66. 3 The  water  dispute  was 
eventually  resolved  through  the  mediation  of  the  World  Bank  and  an 
agreement  was  reached  in  1960  under  which  India  will  continue  to  supply 
water  to  the  canals  in  Pakistan  from  the  headworks  in  India  up  to  1970. 
Construction  of  Mangla  Dam,  the  first  phase  of  the  Indus  Basin  Project, 
which  is  the  direct  result  of  this  treaty,  was  completed  in  November, 
1967.  This  will  replenish  the  bulk  of  the  lost  facilities.  The  second 


A.  M.  Salimullah,  "Problems  of  Agricultural  Credit  in  East  Pakistan 
ac^c and  Industry  (Pakistan),  Vol.  XI,  No.  2,  February,  1967,  p.  103. 

2 

C.  N.  Vakil,  Economic  Consequences  of  Divided  India:  A Study  of 
the  Economy  of  India  and  Pakistan.  First  Edition,  Bombay  Vora  & To 
Publishers  Ltd.,  1950,  p.  158.  ’ '* 

3 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  16. 
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phase  of  the  project,  the  Tarbela  Dam,  is  now  under  construction  by  a 
group  of  Swiss-German  firms,  and  when  completed  in  1970,  will  not  only 
adequately  compensate  for  the  loss  but  will  develop  more  areas  for 
cultivation . 

Rice  and  wheat  are  the  major  food  crops  of  East  and  West  Pakistan, 
respectively.  West  Pakistan,  however,  grows  a considerable  amount  of 
bazra,  jower,  corn,  barley  and  gram.  Jute  and  cotton  are  the  two  most 
important  cash  crops  of  East  and  West  Pakistan,  respectively.  Both 
East  and  West  Pakistan  grow  sugar  cane,  tobacco  and  rape  and  mustard 
seeds.  East  Pakistan's  second  cash  crop,  however,  is  tea.  In  addition 
both  East  and  West  Pakistan  grows  sufficient  quantities  of  seasonal 
fruits  and  vegetables.  Table  15  and  16,  respectively  show  the  area 
under  cultivation  and  the  output  of  different  crops  for  the  period  from 
1950  to  1966. 

Both  East  and  West  Pakistan  raise  cattle,  which  are  used  mainly 
for  cultivation.  Nonetheless,  some  are  raised  for  dairy  and  beef 
purposes.  In  West  Pakistan  sheep  are  reared  for  wool  and  mutton.  In 
East  Pakistan  goats  are  raised  mainly  for  meat.  Poultry  farming  is 
also  very  common  in  both  East  and  West  Pakistan.  Deep-sea  fishing  is 
very  popular  in  the  coastal  areas  of  West  Pakistan.  In  East  Pakistan 
pisciculture  and  sweet  and  salt-water  fishing  are  common  professions. 
Sericulture  and  apiculture  which  were  dying  professions  are  again  being 
encouraged . 

At  independence  Pakistan  as  a whole  had  a food  surplus.1  Neglect 


1C.  N.  Vakil,  op . cit . . pp.  166-67. 
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TABLE  15 

AREA  UNDER  PRINCIPAL  CROPS3 


Year  beginning  July  1 (in  thousand  acres) 


Crop 

1949- 

1950 

1950- 

1951 

1951- 

1952 

1952- 

1953 

1953- 

1954 

1954- 

1955 

1955- 

1956 

Rice 

21,833 

22, 399 

22,484 

23,021 

24,520 

23,705 

21,881 

Wheat 

10,434 

10,893 

10, 244 

9,530 

10, 514 

10,633 

11, 266 

Bajra 

2,368 

2,404 

2,019 

2,  213 

2,  583 

2, 192 

2,  203 

Jowar 

1,362 

1, 256 

1,121 

1,317 

1,513 

1,126 

1,327 

Maize 

1,002 

948 

981 

980 

1,072 

1,071 

1,070 

Barley 

583 

511 

513 

570 

602 

536 

539 

Total  foodgrains 

37,582 

38,411 

37,362 

37, 631 

40, 804 

39,263 

38, 286 

Gram 

2,599 

2,956 

2,  310 

2,  234 

2,764 

3,  262 

3,423 

Total  food  crops 

40,181 

41,367 

39,672 

39,865 

43, 568 

42,525 

41,709 

Sugarcane 

771 

694 

704 

873 

979 

1,017 

967 

Rape  and  mustard 

1,384 

1,628 

1,867 

1,561 

1,581 

1,796 

2,010 

Cotton  (Lint) 

2,799 

3,071 

3,374 

3,480 

2,9  28 

3, 194 

3,  529 

Jute 

1,561 

1,711 

1,779 

1,907 

965 

1,  243 

1,634 

Tea 

74 

75 

75 

73 

75 

74 

77 

Tobacco 

169 

179 

184 

173 

191 

242 

191 

Total  cash  crops 

6,758 

7,  358 

7,983 

8,067 

6,719 

7,  566 

10, 118 

Total  principal  crops 

46,939 

48,725 

47,655 

47,932 

50, 287 

50,091 

51,827 

aSource:  Government 

of  Pakistan,  Ministry  of 

Finance, 

Pakistan 

Basic 

Facts, 

Fifth  Edition,  Karachi,  Department  of  Films  and  Publications,  1966,  pp.  20-21. 
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TABLE  15 — Extended 


1956- 

1957 

1957- 

1958 

1958- 

1959 

1959- 

1960 

1960- 

1961 

1961- 

1962 

1962- 

1963 

1963- 

1964 

1964- 

1965 

1965- 

1966 

22,456 

22, 887 

22,487 

24,125 

24,804 

23,964 

24,414 

25,437 

26, 155 

26,030 

11,720 

11,495 

12, 032 

12, 193 

11,603 

12,310 

12,  592 

12, 544 

13, 272 

12, 964 

2,  288 

1,846 

2,003 

1,990 

1,844 

2,055 

2,  104 

1,831 

2,  250 

2,075 

1, 358 

955 

1,097 

1, 128 

1,177 

1, 269 

1, 204 

1, 156 

1,448 

1,469 

1,071 

1, 072 

1,132 

1,199 

1,  207 

1,191 

1,150 

1, 249 

1, 212 

1,349 

525 

542 

550 

630 

536 

544 

561 

495 

509 

491 

39,418 

38, 797 

39,301 

41, 265 

41, 171 

41,333 

42,025 

42,712 

44, 846 

44,378 

3,  327 

3,  134 

3, 154 

2,  954 

2,  881 

3,  093 

3,168 

2,879 

3, 118 

2,  875 

42,  745 

41,931 

42,455 

44, 219 

44,052 

44,426 

45, 193 

45,591 

47,964 

47, 253 

1,043 

1 , 234 

1,301 

1, 261 

1,238 

1,388 

1,630 

1,526 

1,550 

1,626 

1,830 

1,745 

2,  047 

1,965 

1, 791 

1,704 

1,  798 

1,673 

1,666 

1,615 

3,  608 

3,641 

3,324 

3,  370 

3,  242 

3, 48S 

3,435 

3,672 

3,659 

3,  711 

1,  230 

1, 563 

1,528 

1,375 

1, 518 

2,061 

1,723 

1, 700 

1,660 

2,  090 

76 

76 

76 

78 

78 

79 

81 

84 

88 

92 

181 

196 

200 

203 

198 

220 

219 

210 

217 

224 

7,968 

8,455 

8,476 

8,  252 

8,065 

8,940 

8,886 

8,865 

S,  840 

9,485 

50,713 

50, 386 

50,931 

52,471 

52, 117 

53, 366 

54, 079 

54,456 

56,804 

56, 73S 
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TABLE  16 

PRODUCTION  OF  PRINCIPAL  CROPS a 


Year  beginning  July  1 


( in  thousand  tons) 


Crop 

1949- 

1950 

1950- 

1951 

1951- 

1952 

1952- 

1953 

1953- 

1954 

1954- 

1955 

1955- 

1956 

Rice  (cleaned) 

8, 169 

8, 195 

7,753 

8,  154 

9,151 

8,415 

7,  212 

Wheat 

3 , 885 

3,  950 

2,  984 

2,  391 

3,611 

3,162 

3,  339 

Bajra 

370 

386 

265 

267 

461 

348 

340 

Jowar 

267 

244 

205 

220 

288 

220 

249 

Maize 

404 

384 

379 

349 

405 

428 

453 

Barley 

163 

144 

115 

108 

143 

122 

143 

Total  foodgrains 

13, 258 

13,303 

11, 701 

11,489 

14,059 

12, 695 

11,736 

Gram 

651 

791 

474 

369 

615 

656 

732 

Total  food  crops 

13, 909 

14, 094 

12,175 

11, 858 

14, 674 

13,351 

12/468 

Sugarcane 

10,801 

8,817 

8,780 

10, 895 

12,876 

12,454 

12,045 

Rape  and  mustard 

228 

285 

297 

228 

263 

321 

324 

Cotton  (Lint) 

220 

249 

248 

315 

252 

280 

296 

Jute 

595 

1, 073 

1,131 

1, 218 

804 

832 

1, 161 

Tea 

17 

17 

21 

23 

23 

25 

23 

Tobacco 

66 

72 

80 

75 

87 

125 

88 

Total  cash  crops 

11,927 

10, 513 

10, 557 

12,754 

14, 305 

14,037 

13,937 

Total  principal  crops 

25,836 

24, 607 

22,732 

24,612 

28, 979 

27, 388 

26,405 

aSource:  Government  of 

Pakistan,  Ministry  of 

Finance, 

Pakistan 

Basic 

Facts, 

Fifth  Edition 

, Karachi,  Department  of  Films 

and  Publications 

} 

1966,  pp.  22-23. 
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TABLE  16 — Extended 


1956- 

1957 

1957- 

1958 

1958- 

1959 

1959- 

1960 

1960- 

1961 

1961- 

1962 

1962- 

1963 

1963- 

1964 

1964- 

1965 

1965- 

1966 

9,016 

8,460 

7,  897 

9,461 

10,533 

10, 575 

9,  808 

11,629 

11,666 

11,033 

3,604 

3,  530 

3,870 

3,  876 

3,  786 

4,002 

4,148 

4,130 

4,552 

3,  870 

363 

274 

309 

324 

301 

364 

416 

356 

439 

364 

255 

183 

212 

229 

218 

245 

248 

234 

288 

270 

464 

442 

482 

4S0 

439 

487 

480 

522 

523 

534 

130 

169 

172 

149 

135 

132 

143 

122 

128 

128 

13,832 

13 , 05S 

12,942 

14,519 

15,412 

15,805 

15, 243 

16,981 

17, 596 

16,199 

716 

6S8 

606 

627 

636 

650 

705 

633 

698 

617 

14, 548 

13, 746 

13, 548 

15, 146 

16,048 

16,455 

15,948 

17, 614 

18, 294 

17,420 

12, 717 

14, S81 

16, 126 

14,105 

15,412 

18, 548 

22,897 

21, 248 

24,604 

24,503 

315 

296 

373 

318 

308 

305 

357 

297 

302 

302 

302 

301 

281 

290 

299 

322 

363 

415 

374 

412 

9S5 

1, 107 

1,071 

992 

796 

1,  244 

1,125 

1,049 

951 

1,136 

23 

20 

24 

25 

19 

26 

23 

25 

28 

27 

86 

90 

99 

88 

84 

100 

100 

102 

108 

108 

14,428 

16, 695 

17,974 

15, 818 

16,918 

20, 545 

24, 865 

23, 136 

26,361 

26,488 

28, 976 

30,441 

31,522 

30, 962 

32,966 

37,000 

40,813 

40,750 

44,657 

43, 335 
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of  agriculture  during  pre-planned  and  early  planned  periods  together 
with  high  population  growth  reversed  this  situation.  Pakistan  had  to 
import  huge  quantities  of  grains  in  the  late  fifties.  Stress  on  agri- 
culture during  the  Second  Plan  period  resulted  in  increase  of  food 
production  by  21  percent  in  a five-year  period.  Pakistan  still  has  a 
food  deficit.  However,  Pakistan  expects  to  be  self-sufficient  in  food 
production  by  the  end  of  the  Third  Plan  (1970).  This  she  wants  to 
achieve  through  improved  methods  of  cultivation,  increased  use  of 
fertilizer,  improved  seeds,  better  irrigation  and  drainage  facilities 
and  plant  protection  measures  and  also  by  providing  greater  credit 
facilities  to  farmers.  Abolition  of  compulsory  levy  of  food  grains 
and  introduction  of  free  market  of  food  grains  is  also  a factor  con- 
tributing toward  self-sufficiency  in  food  production. 

Marketable  Surplus 

It  has  been  estimated  that  30  percent  of  rice  grown  in  East 
Pakistan  is  brought  to  market  for  sale.  In  West  Pakistan  about  40 
percent  of  wheat  grown  is  offered  for  sale.  The  proportions  of  other 
crops  brought  to  market  in  East  and  West  Pakistan  are  similar  to  that 
of  rice  in  East  Pakistan  and  wheat  of  West  Pakistan.  Eighty  percent 
of  rice  grown  in  West  Pakistan  is  offered  for  sale.1  They  are  exported 
either  to  East  Pakistan  or,  the  finer  variety,  to  the  outside  world, 
especially  to  the  Middle  East.  Pakistani  export  of  Basmati  rice  during 
1960-62  averaged  87  thousand  tons  which  is  16  percent  of  the  world 


Government  of  Pakistan,  Central  Statistical  Office,  Pakistan 
National  Income  Commission  Interim  Report.  Karachi,  1964,'  p.  31. 
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trade  in  fine  rice  variety.  Pakistan's  present  food  deficit  is  made 
up  mostly  by  import  of  wheat  from  the  United  States  under  P.L.  480. 

As  regards  to  cash  crops,  above  90  percent  of  them  are  offered 
for  sale.  The  same  is  the  case  with  wool.  Most  of  the  cash  crops  are 
raw  materials  for  industries.  Part  of  them  are  processed  within  the 
country  and  the  rest  are  exported  to  foreign  countries.  Though  no 
proper  estimates  are  available,  varying  percentages  of  cattle,  sheep, 
goat,  poultry  and  fish  are  brought  to  the  market  for  sale  in  Pakistan. 

Industry 

Well  recognized  facts  in  the  location  of  industry  relate  to  cost. 
The  most  important  costs  are  those  of  transportation  and  labor. 

Neither  the  cost  of  transport  nor  the  cost  of  labor  could  explain  the 
location  of  jute  and  cotton  textile  industries  in  undivided  India  out- 
side East  and  West  Pakistan,  respectively.  Even  the  absence  of  social 
overhead  could  not  be  a reason  for  this,  because  more  often  than  not, 
the  latter  is  induced  by  the  growth  of  demand  for  them.  "it  seems 
that  pattern  of  regional  specialization  in  undivided  India  can  only  be 
explained  by  taking  into  account  also  the  socio-cultural  factors 
governing  the  location  of  economic  activities.  These  socio-economic 
factors,  together  with  the  then  political  situation  in  undivided  India, 
prevented  the  growth  of  an  entrepreneurial  class  among  the  Muslims  who 


1S.  M.  Hussain,  "Export  Potential  of  Fine  Rice  From  Pakistan, 
The  Pakistan.  Development.  Review,  Vol  . IV,  No.  4,  Winter,  1964,  p. 


678. 
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might  have  developed  industries  in  East  and  West  Pakistan  before 
partition . 

In  West  Pakistan  a handful  of  Muslim  landlords  were  oriented  to- 
ward  civil  and  military  services.  In  East  Pakistan  not  only  were  most 
of  the  landlords  Hindus  but  they  were  also  absentee  landlords,  residing 
in  Calcutta.  Whatever  investments  in  industries  they  made  were  around 
Calcutta.  Hence  surplus  income  from  land  in  East  and  West  Pakistan 
could  not  help  development  of  industries  in  these  areas  during  the 
pre-partitioned  period.  The  following  table  (Table  17)  will  show  the 
relative  distribution  of  industries  between  India  and  Pakistan  on  the 
eve  of  partition. 


TABLE  17 

DISTRIBUTION  OF  INDUSTRIAL  ESTABLISHMENTS  AND  EMPLOYMENT 
BETWEEN  THE  REGIONS  OF  INDIA  AND  PAKISTAN  IN  1945a 


Establishments 

Employment 

Number 

% of 

Undivided 

India 

Number 

% of 

Undivided 

India 

Undivided  India 

14, 677 

100.0 

3, 141,774 

100.0 

India 

13, 263 

90.4 

2,  935, 729 

93.5 

Pakistan 

1,414 

9.6 

206, 045 

6.5 

aSource:  C.  N. 

Vakil,  op.  cit. 

, p.  247. 

1M.  Akhlaqur  Rahman,  Partition.  Integration.  Economic  Growth  and 
L1It.Crregional  Trade;  A Study  of  Interwing  Trade  of  Pakistan , 1948-59 . 
Karachi,  Institute  of  Development  Economics,  1963,  pp.  2-3. 
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Industrial  Policy 

Considering  the  fact  that  Pakistan  did  not  inherit  much  industry 
at  independence,  the  Government  of  Pakistan  gave  highest  priority  to 
the  industrialization  of  the  country  from  the  very  beginning.  An 
industrial  conference,  which  was  represented  by  the  Central  and  Provin- 
cial Government,  was  convened  as  early  as  December,  1947.  Following 
the  recommendations  of  the  conference,  the  Government  announced  its 
industrial  policy  on  April  22,  1948,  which,  though  revised  many  times, 
has  remained  basically  the  same.  Quotation  from  the  industrial  policy 
statement  reads  as  follows: 


In  view  of  the  predominantly  rural  economy  of 
Pakistan,  initial  emphasis  must  perforce  rest  upon 
the  reconstructions  and  development  of  agriculture 
and  of  industries  based  upon  or  connected  with  it; 
and  on  the  promotion  of  medium,  small  and  cottage 
industries.1  But  the  development  of  large  scale 
industries  essential  to  the  security  of  state,  or 
its  general  prosperity,  will  also  receive  the  ut- 
most attention  and  encouragement.  Pakistan  would, 
therefore,  seek,  in  the  first  place,  to  manufacture 
in  its  own  territories  the  products  of  its  own  raw 
materials,  in  particular  jute,  cotton,  hides  and 
skins,  etc.,  for  which  there  is  an  assured  market 
whether  at  home  or  abroad.  At  the  same  time,  to 
meet  the  requirements  of  the  home  market,  efforts 
will  be  made  to  develop  consumer-goods  industries 
for  which  Pakistan  is  at  present  dependent  on  out- 
side sources.  Some  of  the  heavy  industries  might 


A small  scale  industry  has  been  defined  as  an  industrial  estab- 
lishment or  unit  which  is  run  mainly  with  hired  labor,  not  normally 
exceeding  fifty  workmen  and  not  using  any  mechanical  motive-power  for 
any  operation  or  any  industrial  establishment  or  unit  using  mechanical 
motive-power  which  does  not  employ  more  than  twenty  workmen  and  whose 
buildings,  machinery  and  the  fixed  structures  do  not  exceed  Rs. 

100,000  in  value."  A cottage  industry  has  been  defined  as  "one  which 
is  carried  on  wholly  or  mainly  by  the  members  of  a family,  either  as 
a full-time  or  part-time  occupation."  (Definition  used  in  Pakistan 
Cottage  and  Small  Industries  Corporation  Act,  1953). 
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have  to  come  at  a later  stage  of  the  industrial 
program,  but  no  opportunity  would  be  lost  to  develop 
any  heavy  industry  which  is  considered  essential  for 
the  speedy  achievement  of  a strong  and  balanced  econ- 
omy. 

It  has  been  mentioned  earlier  that  both  the  1948  Industrial  Policy 
Statement  and  subsequent  amendments  gave  maximum  encouragement  to 
private  enterprise.  In  pursuance  of  the  declared  policy  of  rapid  in- 
dustrialization the  Government  has  been  taking  steps  of  which  the 
following  are  worth  mentioning:  "(a)  establishment  of  financial  and 

development  institutions;  (b)  tax  concession  on  investment  in  indus- 
tries; (c)  grant  of  protection  to  selected  industries;  (d)  relaxation 
of  controls;  (e)  giving  an  industrial  bias  to  the  commercial  policy  of 
the  country;  (f)  establishment  of  trading  estates  in  certain  areas; 

(g)  giving  adequate  importance  to  industrial  development  plans;  (h) 
creation  of  an  investment  promotion  bureau;  (i)  arranging  of  foreign 
aid  and  loan."* 2 

Role  of  State  Enterprise 

It  has  been  mentioned  earlier  that  private  capital  was  both  short 
and  timid  in  Pakistan  and  an  entreprenurial  class  was  largely  absent. 
Hence  the  Government  had  to  come  forward  to  supplement  the  private 
enterprise.  The  institution  through  which  this  was  to  be  achieved  was 
the  Pakistan  Industrial  Development  Corporation.  The  Corporation  was 
to  develop  industries  for  which  private  capital  was  not  forthcoming. 
Originally  starting  its  operation  in  1952,  it  was  made  responsible  to 


Government  of  Pakistan,  Pakistan  Welcomes  Foreign  Investment 
p.  131.  ' 

2S.  M.  Akhtar,  op.  cit . . Vol . II,  p.  9. 
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develop  12  specified  major  industries.  The  number  was  later  on  raised 
to  15.  However,  the  Corporation  refrained  from  undertaking  the  estab- 
lishment of  industries  for  which  adequate  private  capital  was  forth- 
coming even  though  they  fell  within  the  15  specified  industries.  "The 
main  task  of  the  Corporation  was  to  construct  a base  for  the  future 
economic  development  of  the  country."1 * 

Role  of  Private  Enterprise 

Though  the  state  was  playing  a big  role  in  the  industrial  progress 
of  Pakistan  by  developing  social  overheads  and  by  organizing  several 
major  industries  through  the  PIDC,  the  major  contribution  came  from 
the  private  sector.  Out  of  a total  of  3,170  industrial  establishments 
enumerated  in  the  1959-60  Census  of  Manufacturing,  only  43  were  Govern- 
ment undertakings  and  the  rest  were  private  enterprises  mainly  partner- 
ships and  individual  proprietorships.3 

Economic  incentives  played  an  important  role  in  the  development 
of  the  private  sector  in  Pakistan.  "There  was  a ready  market  for  goods 
previously  supplied  by  firms  now  in  India,  and  a potential  for  process- 
ing raw  materials  previously  shipped  to  Calcutta  or  Bombay."3  At  inde- 
pendence some  Muslim  families  with  modest  capital  and  past  business 
experience  moved  to  Pakistan  from  India,  Burma  and  East  Africa.  By 
1949  some  members  of  these  families  and  some  trading  families  of 


1S.  M.  Akhtar,  op.  cit.,  Vol.  II,  p.  12. 

■'Government  of  Pakistan,  C.S.O.,  Census  of  Manufacturing  Industries 
1959-60,  Karachi,  Manager  of  Publications,  1962,  p.  8. 

3 

Gustav  F . Papanck,  Pakistan's  Development:  Social  Goals  and 

Private  Incentives,  p.  32. " ~ ~ 
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Pakistan  began  to  invest  in  manufacture  of  such  products  as  cotton 
textiles,  jute  textiles,  edible  oils  and  cigarettes.  Increased  exports 
of  raw  materials  during  the  Korean  War  boom  in  1950-1951  provided  the 
necessary  foreign  exchange  for  import  of  machinery.  Since  then  import 
restrictions  on  consumer  goods  and  liberal  tariffs  on  capital  goods 
and  industrial  raw  materials  virtually  guaranteed  market  and  profits 
to  the  manufacturers,  free  from  external  competition.  "Annual  profits 
of  50-100  percent  on  investment  were  possible."1  However,  with  the 
realization  of  self-sufficiency  in  the  production  of  most  consumer 
goods,  competition  has  appeared.  Also  the  creation  of  export  capacity 
in  textiles,  leather  products,  sport  goods  and  many  other  semiindustrial 
and  manufactured  commodities  has  caused  annual  returns  in  many  indus- 
tries to  drop  to  normalcy.  Table  18  shows  the  industrial  growth  in 
Pakistan  between  1948  and  1965.  As  the  consumer  goods  industries  be- 
came highly  competitive  some  of  the  pioneers  started  venturing  in 
intermediate  goods  and  capital  goods  industries.  Development  of  certain 
basic  capital  goods  industries  also  received  major  emphasis  under  the 
Third  Five  Year  Plan. 

Regional  Disparity  in  Industrial  Growth 

Geographically  the  spread  of  industrial  development  has  been 
uneven.  At  independence  both  East  and  West  Pakistan  stood  on  the  same 
footing  as  far  as  the  industrial  development  is  concerned.  Since  then 
West  Pakistan  experienced  a more  rapid  industrial  expansion.  For 


Gustav  F . Papanek,  Pakistan's  Development:  Social  Goals  and 
Private  Incentives,  p.  33. 
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TABLE  18 

INDUSTRIAL  PRODUCTION— SELECTED  ITEMS3 


Year 

Cotton  cloth 
(Million  yards) 

Cotton  yarn 
(Million  lbs.) 

Jute  manufac- 
tures 

(Thousand  tons) 

Cement 

(Thousand  tons) 

1948 

88.1 

29.7 

- 

324 

1949 

92.4 

33.9 

- 

422 

1950 

106.3 

43.1 

- 

413 

1951 

127.7 

53.4 

- 

499 

1952 

174.2 

69.7 

9.7 

530 

1953 

251.6 

120.6 

44.1 

595 

1954 

345.2 

192.4 

53.3 

671 

1955 

453.2 

274.5 

103.2 

681 

1956 

500.4 

300.7 

142.4 

773 

1957 

527.0 

315.9 

148.8 

1,078 

1958 

576.2 

345.1 

172.1 

1,072 

1959 

618.5 

392.1 

232.6 

986 

1960 

628.8 

408.7 

264.7 

1, 120 

1961 

699.0 

412.6 

250.4 

1, 223 

1962 

725.2 

432.2 

286.4 

1,373 

1963 

730.8 

471.6 

315.2 

1,474 

1964 

758.5 

506.8 

280.5 

1, 522 

1965 

719.2 

504.5 

374.0 

1, 680 

aSource:  Government  of  Pakistan,  Ministry  of  Finance,  Pakistan  Basic 

Facts,  Fifth  Edition,  Karachi,  Department  of  Films  and 
Publications,  1966,  p.  45. 
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TABLE  18 — Extended 


Sugar 

(Thousand 

tons) 

Fertilizers 

(Thousand 

tons) 

Tyres  &.  tubes 
(Thousand  tons) 

Hydrogenated 
vegetable  oil 
(Thousand  tons) 

Paper 

(Thousand 

tons) 

30.4 

- 

- 

0.3 

- 

38.6 

- 

13 

2.5 

- 

32.7 

- 

112 

4.2 

- 

42.8 

- 

620 

6.0 

- 

64.0 

- 

7S8 

8.0 

- 

85.7 

- 

1,369 

10.8 

- 

75.5 

- 

1,903 

11.1 

- 

95.1 

- 

2,  033 

14.5 

19 

107.7 

- 

2,  213 

16.7 

23 

111.5 

1 

2,  654 

18.0 

25 

162.6 

21 

2,  705 

20.4 

25 

167.2 

44 

2,  778 

27.1 

29 

145.4 

49 

2,951 

34.3 

54 

123.4 

60 

3,982 

45.2 

64 

190.8 

158 

4,590 

62.7 

66 

278.0 

254 

4,934 

78.2 

60 

234.5 

229 

6,071 

91.2 

71 

273.0 

235 

5,  323 

100.5 

80 
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example,  there  were  9 cotton  mills  in  each  wing  at  partition.  By  1955 
the  number  of  cotton  mills  in  East  Pakistan  increased  to  19,  but  during 

the  same  period  the  number  of  cotton  mills  in  West  Pakistan  rose  to 

1 

76.  Out  of  a total  of  3,170  industrial  establishments  enumerated  in 
the  1959-60  Census  of  Manufacturing,  only  638  were  in  East  Pakistan.1 2 

There  are  several  reasons  for  the  greater  growth  in  West  Pakistan. 
Many  of  the  traders  who  migrated  to  Pakistan  from  India,  especially 
those  from  Bombay  and  Delhi,  and  who  ultimately  became  pioneer  indus- 
trial entrepreneurs,  settled  around  Karachi.  So  it  was  quite  natural 
that  they  located  their  enterprise  in  West  Pakistan.  The  only  developed 
port  in  Pakistan  at  independence  was  Karachi,  in  West  Pakistan,  also 
IVest  Pakistan  had  better  transport  facilities.  In  Pakistan  the  scarce 
resources  are  controlled  by  the  Government.  Since  the  seat  of  the 
Central  Government  of  Pakistan  was  in  West  Pakistan  the  Government 
could  be  more  easily  approached  by  the  West  Pakistani  entrepreneurs. 

As  foreign  firms  and  embassies  were  located  in  Karachi,  West  Pakistan 
received  greater  share  of  foreign  aids  and  loans.3 

In  view  of  the  dual  nature  of  the  economy,  a balanced  economic 
growth  in  East  and  West  Pakistan  is  desirable.  For  the  sake  of  bal- 
anced economic  growth  and  also  to  minimize  population  pressure  on  the 
overburdened  agriculture  it  is  highly  desirable  that  the  pace  of  indus- 


1Industrial  Development  Bank  of  Pakistan,  A Survey  of  Cotton 
Textile  Industry  of  Pakistan.  Dacca,  1965,  p.  1. 

2 

Government  of  Pakistan,  Central  Statistical  Office,  Census  of 
Manufacturing  Industries,  1959-60.  p.  10. 

3 

Gustav  F.  Papanek,  Pakistan Ts  Development i Social  Goals  and 
Private  Incentives,  pp.  19-23. 
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trial  growth  in  East  Pakistan  should  be  accelerated.  This  is  also  the 
declared  policy  of  the  Twenty  Year  Perspective  Plan. 

Concentration  of  Industrial  Power 

Another  characteristic  feature  of  the  industrial  growth  in 
Pakistan  is  the  concentration  of  industrial  power.  "The  concentration 
of  industrial  power  is  reflected  in  three  different  forms.  These  are: 

(a)  the  concentration  of  firms,  (b)  concentration  of  stock-ownership 
and  (c)  concentration  of  business  control.”  "The  extent  of  concentra- 
tion in  the  manufacturing  industry  is  evident  from  the  fact  that  around 
6%  of  the  total  establishments  control  about  51%  of  the  total  output 
covered  in  the  Census  of  1957."“  The  controlling  portion  of  stocks  in 
these  few  giant  firms,  which  are  directing  the  major  portion  of  the 
industrial  activity,  is  held  by  a limited  number  of  individuals  and 
their  relatives.  "They  are  the  active  proprietors  and  main  beneficiaries 
of  the  gains  realized  from  the  ventures."  The  system  of  interlocking 
directorates  and  the  method  of  election  and  nomination  to  the  Board  of 
Directors  ensure  concentration  of  control.  The  managing  agency  system, 
which  prevails  widely  in  Pakistan,  especially  among  large  enterprises, 

serves  as  a ready  medium  for  the  integration  of  managerial  and  financial 
4 

control . 


^Abdul  Matin,  Concentration  of  Industrial  Power.  Business  Agree- 
ments and  Behavior  in  Pakistan,  Peshawar,  Peshawar  University,  1965, 
pp.  5-6. 

“^Nurul  Islam,  "Private  and  Public  Enterprises  in  the  Economic 
Development  of  Pakistan,  ' p.  343. 

3 

Abdul  Matin,  op , cit . , p.  11. 

"Sfurul  Islam,  "Private  and  Public  Enterprises  in  the  Economic 
Development  of  Pakistan,"  p.  344. 
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Monopolization  of  Business 

The  concentration  of  industrial  power  is  reflected  in  the  exercise 
of  considerable  market  power,  whereby  big  firms  can  avoid  competition. 
Though  data  on  the  extent  of  vertical  and  horizontal  integration  of 
industry  in  Pakistan  are  not  available,  there  are  ample  indirect  evi- 
dences to  suggest  that  it  exists  on  a significant  scale.'1 2'  It  has  been 
mentioned  earlier  that  one  of  the  declared  policies  of  the  Government 
is  to  transfer  enterprises,  previously  developed  as  public  concerns,  to 
private  control.  In  such  cases  enterprises,  which  were  public  monopo- 
lies, became  private  monopolies.  Government  policy,  aiming  at  rational 
use  of  scarce  resources  and  avoidance  of  duplication  also  discourages 
the  establishment  of  additional  firms  just  for  the  sake  of  competition. 

Permission  for  establishing  new  firms  is  not  accorded  until  the  exist- 

2 

ing  firms  are  being  run  to  their  capacity. 

Although  Government  fiscal  concessions  for  reinvestment  of  profits 
are  to  some  extent  responsible  for  concentration  of  wealth  and  indus- 
trial power,  it  is  the  stated  policy  of  the  Government  to  discourage 
monopolization  of  business.  "it  is  in  this  spirit  the  Government  has 
already  decided  that  manufacturers  of  basic  raw  materials  should  not 
undertake  successive  stages  of  fabrication,  nor  should  the  industrial- 
ists acquire  control  of  financial  institutions  such  as  banks  and  insur- 
"3 

ance  companies. 


1Nurul  Islam,  "Private  and  Public  Enterprises  in  the  Economic 
Development  of  Pakistan,'  p.  344. 

2 

Ibid ■ , p . 345 . 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70), 
pp.  450-51. 
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Small  Scale  and  Cottage  Industry 

From  time  immemorial  Pakistan,  especially  East  Pakistan,  had 
flourishing  handicraft  industries.  But  starting  from  the  middle  of 
the  nineteenth  century  they  began  to  decline  due,  mainly,  to 'laissez- 
faire'  policy  under  the  British  regime  and  competition  from  the  cheap 
machine-made  goods. ^ Nonetheless,  some  such  industries  like  cotton 
hand-spinning  and  weaving,  wool  spinning  and  weaving,  carpet  making, 
shoe  making,  metal  works,  pottery,  sport  goods  and  wood  and  ivory  works, 
survived  the  onslaught  of  large  scale  industries.  At  the  time  of  par- 
tition 75  percent  of  the  contribution  of  the  industrial  sector  to  the 
total  output  was  made  by  small  scale  industries.  Since  then,  although 
its  contribution  to  the  total  was  falling  percentage  wise,  in  an 

absolute  sense  small  industry  expanded  nearly  by  50  percent  between 
2 

1950  and  1966.  Out  of  a total  of  3,170  industrial  establishments 
enumerated  in  the  1959-60  Census  of  Manufacturing,  1,403  employed  less 
than  20  persons  each.  Another  1,042  employed  between  20  and  49  persons 

O 

each.  A survey  of  small  and  cottage  industries  carried  on  by  the  East 

Pakistan  Small  Industries  Corporation  (EPSIC)  in  1961-62  revealed  that 

in  East  Pakistan  alone  there  were  21,199  units  of  small  industries  and 

4 

372,238  units  of  cottage  industries.  A survey  conducted  by  the  C.S.O. 


^G.  B.  Jather  and  K.  G.  Jather,  Indian  Economics,  Bombay,  Oxford 
University  Press,  1957,  p.  157. 

2Table  7 of  this  study. 

3Government  of  Pakistan,  Census  of  Manufacturing  Industries.  1959 
60,  p.  7. 

4 

East  Pakistan  Small  Industries  Corporation,  Financing  the  Growth 
of  Small  Industries  in  East  Pakistan,  Dacca,  1965,  p.  3. 
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in  1960  shows  that  597,000  and  753,000  persons  are  engaged  in  small 
industries  in  East  and  West  Pakistan,  respectively,^ 

The  role  of  small  -scale  industries  in  the  present  stage  of  economic 
development  of  Pakistan  has  been  amply  summarized  by  Anwar  Syed: 

There  are  many  excellent  reasons  for  our 
desire  to  promote  small  industries.  We  are  a 
poor  country.  Our  finances  are  meagre.  Our 
technical  know-how  is  limited.  Our  possession 
of  important  natural  resources  is  at  best  un- 
certain. As  a result  we  cannot  establish  much 
large  scale  industry.  And  yet  we  must  get  in- 
dustrialized because  we  want  to  break  the 

2 

shackles  of  poverty. 

Small  industry  can  operate  with  meagre  capital  and  can  use  locally 
available  resources,  which  otherwise  would  remain  unexploited.  It  can 
provide  gainful  employment  to  the  rural  masses  without  the  necessity  of 
moving  them  to  the  large  cities  which  involves  big  social  and  overhead 
costs.  It  can  avoid  concentration  of  industrial  undertakings  in  a few 
areas  or  concentration  of  wealth  in  a few  families. 

Development  of  small  -scale  industry  need  not  take  place  at  the 
expense  of  large-scale  industry.  Both  can  flourish  side  by  side. 
Small-scale  industry  can  assist  in  the  growth  of  large-scale  industry 
by  providing  a feeder  service.  Many  of  the  component  parts  of  an  auto- 
mobile are  produced  by  small  plants.  Du  Pont  Company  of  the  United 
States  depends  upon  many  small  firms  for  its  supplies.  It  has  been 
estimated  that  small  industries  provide  approximately  one-third  of 


^Government  of  Pakistan,  Pakistan  National  Income  Commission 
Interim  Report,  1964,  p . 25 . 

^Anwar  Syed,  "The  Role  of  Small  Industries  in  the  Socio-Political 
and  Economic  Development  of  Pakistan, " Training  Course  in  Marketing 
Organized  for  Small  Industries  (by  the  Graduate  School  of  Business 
Administration,  Karachi),  Karachi,  Manager  of  Publications,  1963,  p.  13. 
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Japanese  manufactures  and  employ  one-half  of  the  industrial  labor 
force.  It  was  estimated  in  1951  that  50  to  60  percent  of  Japanese 
exports  were  produced  by  small  enterprises.''' 

Although  small-scale  and  cottage  industries  occupy  an  important 
place  in  the  industrial  structure  of  Pakistan,  their  growth  is  being 
retarded  by  a number  of  difficulties,  such  as:  (a)  finance;  (b)  supply 
of  tools,  spare  parts  and  scarce  raw  materials;  (c)  training  and  tech- 
nical assistance;  (d)  industrial  research  and  development;  and  (e) 

2 

marketing.  EPSIC  was  established  in  1957  to  ease  these  difficulties. 
Small  Industry  Advisory  Service  (SIAS),  a specialized  branch  of  the 
EPSIC  was  established  in  1965  to  provide  the  small  and  cottage  indus- 
tries: (a)  business  research  and  information  service,  (b)  counselling 
service  and  (c)  training  service.  Establishment  of  industrial  estates 
which  will  be  discussed  in  the  next  section,  also  played  an  important 
role  in  the  development  of  small  scale  industries  in  Pakistan. 

Location  of  Industry 

It  has  been  mentioned  earlier  that  industries  have  not  been  dis- 
persed uniformly  throughout  Pakistan.  There  are  both  interregional 
and  intraregional  disparities.  In  the  past  industries  had  been  located 


Anwar  Syed,  "The  Role  of  Small  Industries  in  the  Socio-Political 
and  Economic  Development  of  Pakistan,  "Training  Course  in  Marketing 
Organized  for  Small  Industries  (by  the  Graduate  School  of  Business 
Administration,  Karachi),  Karachi,  Manager  of  Publications,  1963,  p.  15 

G.  A.  Khan,  "Problems  of  Marketing  and  Selling  Small  Industries 
Products  in  East  Pakistan, " Small  Industries  Bulletin  for  Asia  and  the 
Far  East,  No.  4,  New  York,  United  Nations,  1966,  p.  30. 

3 

East  Pakistan  Small  Industries  Corporation,  Operation  Plan  for 
Small  Industry  Advisory  Service  (pamphlet),  Dacca,  (Undated),  pp.  i-ii. 
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mainly  in  and  around  Karachi,  Lahore,  Loyallpur  and  Sialkot  in  West 

Pakistan  and  Chittagong  and  Narayanganj  in  East  Pakistan.  Anticipated 

rate  of  return  and  proximity  to  entrepreneurs'  residence  were  the  prime 

considerations.  However,  the  recent  Government  policy  in  respect  to 

industrial  location  is  pragmatic.  It  aims  at  eliminating  economic 

disparity,  between  East  and  West  Pakistan  and  among  different  regions 

within  East  and  West  Pakistan.  This  will  be  effected  by  encouraging 

the  establishment  of  industries  in  East  Pakistan  and  locating  industries 

in  dispersed  areas  of  East  and  West  Pakistan.  This  the  Government 

desires  to  achieve  not  by  decree  but  by  economic  incentives. 

Import  duty  on  machinery  and  spare  parts  in  East  Pakistan  are 

charged  at  the  rate  of  7.5  percent,  compared  to  12.5  percent  in  West 

Pakistan.  Practically  the  whole  of  East  Pakistan  qualifies  for  a max- 

1 

imum  period  of  tax  holiday. 

To  discourage  clustering  of  industries  around  a few  industrial 
centers  of  East  and  West  Pakistan,  and  thus  to  avoid  congestion  and 
growth  of  city  slums,  maximum  encouragement  is  given  to  the  establish- 
ment of  industries  in  various  decentralized  locations.  Several  indus- 
trial estates  have  been  set  up  in  East  and  West  Pakistan  for  this  pur- 
pose. Apart  from  tax  concessions  by  the  Government,  these  estates 

will  provide  factory  buildings  and  a full  range  of  services  to  indus~ 

2 

tries  which  locate  in  these  centers.  Industries  established  in  these 


^To  encourage  saving  and  investment  and  dispersion  of  industrial 
location  tax  exemptions  are  given  to  that  part  of  income  which  is 
derived  from  industries  located  in  certain  specified  areas  and  is  re- 
invested. The  maximum  period  of  exemption  is  five  years. 

2 

United  Nations,  Establishment  of  Industrial  Estates  in  Under- 
developed Countries,  New  York,  1961,  p.  29. 
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centers  will  mostly  be  small-scale.  These  estates  will  be  directly 
under  the  supervision  of  the  Small  Industries  Corporations  (EPSIC  and 
WPSIC).1 

Besides  these  general  criteria,  special  considerations  must  deter- 
mine the  location  of  different  kinds  of  industries.  For  industries 
like  cement  and  steel  proximity  to  raw  materials  were  sought.  For 

industries  which  rely  on  imported  raw  materials  or  which  cater  to  export 

o 

markets,  location  near  port  towns  have  usually  been  favored. 

Interregional  Trade 

The  pattern  of  trade  in  undivided  India  was  such  that  both  the 
East  and  West  Pakistan  regions  supplied  mainly  primary  products  to 
other  regions  of  India  and  imported  most  of  the  manufactured  goods  from 
those  regions.  There  was  very  little  direct  trade  between  the  regions 
of  East  and  West  Pakistan  in  those  days.  Since  they  did  little  proc- 
essing they  had  little  opportunity  for  consumption  of  each  other's 
major  exports.  Because  of  the  distance  involved  it  was  profitable  for 
both  the  East  and  West  Pakistan  regions  to  trade  with  the  adjacent 
regions  of  India  rather  than  to  trade  between  themselves.  This  pattern 
continued  for  sometime  after  partition.  Pakistan's  trade  with  India 

3 

in  1948-49  accounted  for  about  60  percent  of  Pakistan's  foreign  trade. 
But  at  present  it  is  insignificant. 


■'"United  Nations,  Industrial  Estates  in  Asia  and  the  Far  East.  New 
York,  1962,  p.  303. 

2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70). 
p.  452. 

3 

C.  N.  Vakil,  op . cit . , p.  431. 
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The  most  important  factor  that  led  to  the  growth  of  direct  trade 
between  East  and  West  Pakistan  was  the  partition  of  India  and  integra- 
tion of  East  and  West  Pakistan  into  one  state.1  Imposition  of  tariffs 
on  Indo-Pakistani  trade  under  conditions  of  free  trade  between  East 
and  West  Pakistan  diverted  some  trade  from  the  Indo-Pakistan  channel 
to  the  East-West  Pakistan  channel.  "Deadlock^  over  Indo-Pakistan  trade 
following  the  devaluation  of  Indian  rupee  in  1949,  produced  the  first 

it  3 

major  impact  on  the  growth  of  interregional  trade  in  primary  products. 

Other  factors  which  are  responsible  for  the  growth  of  interregional 

trade  are:  (a)  growth  of  manufacturing  in  East  and  West  Pakistan  under 

protection,  (b)  emergence  of  entrepreneurial  class  in  West  Pakistan, 

(c)  conscious  efforts  by  the  Government  for  initiating  long-run  economic 

growth  in  Pakistan  and  (d)  development  of  shipping  service  between  East 

4 

and  West  Pakistan.  A triangular  pattern  of  trade  developed  between 
East  and  West  Pakistan  and  the  foreign  regions  following  rapid  indus- 
trialization in  West  Pakistan.  East  Pakistan  exports  primary  raw 


^M.  Akhlaqur  Rahman,  op . cit , , p.  4. 

o 

Following  the  devaluation  of  British  pound  sterling  in  September, 
1949,  India  devalued  her  currency,  on  the  expectation  that  Pakistan 
would  also  devalue  her  rupee.  In  that  case  India  would  be  able  to  buy 
jute,  cotton,  hides  and  skin,  etc.,  at  the  existing  rate,  and  after 
processing  them  would  be  able  to  sell  them  in  the  world  market  at  a 
competitive  advantage.  But  Pakistan  did  not  devalue  her  currency  on  the 
calculation  that  most  of  her  exports  were  inelastic  hence  she  might  not 
gain  by  devaluating  her  rupee.  Moreover,  Pakistan  was  about  to  embark 
upon  an  industrial  development  program.  Devaluation  would  make  import 
of  capital  goods  costly.  Following  Pakistan's  decision  of  maintaining 
old  parity  India  refused  to  buy  jute,  cotton,  etc.,  from  Pakistan. 

3 

M.  Akhlaqur  Rahman,  op ■ cit . . p.  64. 

4Ibid . , p.  65. 
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materials  to  foreign  regions,  West  Pakistan  imports  capital  goods  and 

essential  raw  materials  from  foreign  regions  and  East  Pakistan  is 

compensated  by  the  import  of  domestic  goods  from  West  Pakistan  (Fig.  2). 

It  appears  that  the  increase  of  interregional  trade  is  the  effect 

of  both  trade  creation  and  trade  diversion.  The  value  of  interregional 

12 

trade  has  increased  more  than  ten-fold  between  1948  and  1966.  ’ The 
ratio  of  interregional  trade  to  the  total  interregional  and  foreign 

3 

trade  increased  from  6.2  percent  in  1948  to  17.8  percent  in  1959-60. 

Tables  19  and  20  show  the  values  of  interregional  trade  and  foreign 

trade  of  Pakistan  from  1948-49  to  1965-66. 

The  analysis  of  the  composition  of  interregional  trade  indicates 

that  the  shares  of  food,  drink  and  tobacco  are  falling  and  that  of 

industrial  raw  materials,  textiles  and  other  manufactured  goods  is 

rising.  Nonetheless,  the  former  group  is  still  the  largest  single  item 

in  the  interregional  trade.* * * 4  It  appears  that  the  share  of  foreign  goods 

5 

in  the  composition  of  interregional  trade  is  of  minor  importance. 
Transport  is  the  most  important  factor  that  will  determine  the  future 
trend  and  composition  of  interregional  trade.  Other  factors  are  changes 
in  incomes  and  consumer  preferences. 


4M.  Akhlaqur  Rahman,  op , cit . , p.  64. 
o 

Government  of  Pakistan,  Statistical  Pocket  Book  of  Pakistan,  p.  109. 

■^Nurul  Islam,  "Some  Aspect  of  Interwing  Trade  and  Terms  of  Trade 
in  Pakistan,"  The  Pakistan  Development  Review,  Vol . Ill,  No.  1,  Spring, 
1963,  p.  1. 

4 

Akhlaqur  Rahman,  op ■ cit  ■ , p.  76. 

^Ibid ■ , p.  89. 
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Fig.  2. — Triangular  pattern  of  foreign  trade,  East  Pakistan,  West 
Pakistan  and  foreign  regions. 


TOTAL  VALUE  OF  INTERREGIONAL  TRADE 
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Adapted  from  Government  of  Pakistan,  Central  Statistical  Officej  Statistical  Bulletin  No.  12 
December,  1962,  Karachi,  Government  of  Pakistan  Central  Statistical  Office,  Statistical 
Pocket  Book  of  Pakistan,  Karachi,  Manager  of  Publications,  1967,  p.  109,  and  Economic 
Survey  of  Pakistan  1963-64,  Statistical  Section,  Table  34,  Karachi,  Government  of 
Pakistan  Press,  1964 . 
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TABLE  20 

VALUE  OF  FOREIGN  TRADE  OF  PAKISTAN 
1948-49  to  1965-66a 


Year 

Exports 

Imports 

1948-49 

957.6 

1,459.1 

1949-50 

1,194.1 

1 , 297 . 1 

1950-51 

2,553.5 

1,620.0 

1951-52 

2,  008.6 

2, 237.3 

1952-53 

1,509.9 

1,383.6 

1953-54 

1, 286.0 

1,118.0 

1954-55 

1, 223.0 

1,103.3 

1955-56 

1,783.7 

1,325.1 

1956-57 

1,607.6 

2, 334.6 

1957-58 

1,421.7 

2,050.0 

1958-59 

1,325.3 

1,578.4 

1959-60 

1,842.7 

2,461.0 

1960-61 

1,799.4 

3,187.6 

1961-62 

1,843.4 

3,109.1 

1962-63 

2, 247.3 

3,818.8 

1963-64 

2, 299.1 

4,430.0 

1964-65 

2,407.8 

5,374.2 

1965-66 

2,717.5 

4, 208.3 

aSource : 

Adapted 

Pakistan 

from  Government  of  Pakistan, 
Basic  Facts,  Fifth  Edition, 

Ministry 

Karachi, 

of  Finance, 
Department  of 

Films  and  Publications,  1966,  p.  73. 
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Foreign  Trade 

Countries  like  the  United  States,  that  can  produce  practically 
everything  within  their  boundaries,  are  able  to  carry  on  without 
extensive  foreign  trade.  But  a small  country,  like  Pakistan,  lacking 
many  important  materials  and  specializing  in  a narrow  range  of  prod- 
ucts, must  depend  on  foreign  trade  for  the  supply  of  essential  materials 
and  for  the  disposal  of  her  surplus  products. 

At  present  foreign  trade  is  more  important  to  the  underdeveloped 
countries  than  to  the  developed  countries.  Developing  countries  must 
import  machinery  and  many  other  essential  materials  to  keep  their  devel- 
opment programs  running.  Ideal  arrangement  would  have  been  to  pay  for 
this  by  export.  However,  in  most  cases  they  are  financing  these  imports 
through  long-term  loans  obtained  from  the  developed  countries.  Ultimate- 
ly, these  loans  must  be  repaid.  The  only  way  they  can  be  repaid  is 
through  the  export  of  goods.  Hence  world  trade  must  expand  from  the 
point  of  view  of  the  underdeveloped  countries.1  But  export  from  under- 
developed countries  to  developed  countries  or  from  one  underdeveloped 

2 

country  to  another  is  not  expanding. 

Indo-Pakistan  Trade 

It  has  already  been  mentioned  that  during  the  pre-partitioned  days 
both  East  and  West  Pakistan  heavily  depended  on  other  regions  of  India 


Mohammed  Shoaib,  "Economic  Development  and  External  Resources, " 
Economic  Development  Seminar.  Lahore.  1964,  Lahore,  Trade  and  Industry 
Publication,  1965,  p.  34. 

^Kulsum  Huda,  "Foreign  Trade  and  Economic  Development, " Economic 
Development  Seminar,  Lahore,  1964,  Lahore,  Trade  and  Industry  Publica- 
tion, 1965,  p.  107. 
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for  the  disposal  of  primary  products  and  the  supply  of  consumer  goods. 
What  was  internal  trade  before  partition  became  foreign  trade  after 
partition  and  the  pattern  continued  for  sometime.  Major  items  of  Indo- 
Pakistan  trade  were  jute,  cotton  and  hides  and  skins  from  Pakistan  and 
coal,  cotton  textiles,  iron  and  steel  manufactures  from  India. ^ 

After  partition,  India,  both  in  order  to  be  self-sufficient  in 
jute  and  cotton  and  to  be  free  from  complete  reliance  on  Pakistan  for 
the  supply  of  these  two  important  raw  materials,  began  to  increase  the 
acreage  of  these  two  crops.  Pakistan,  on  the  other  hand,  established 
jute  mills,  expanded  her  cotton  industry  and  tried  to  find  alternative 
sources  for  essential  materials  for  which  she  formerly  relied  on  India. 
Following  the  undeclared  war  between  India  and  Pakistan  in  1965,  the 
trade  between  these  two  countries  stopped  completely  and  has  not  yet 
been  restored. 

Trade  with  Other  Countries 

Next  to  India  the  most  important  trading  partner  of  Pakistan  was 
the  United  Kingdom  (U.K.).  Prior  to  independence  the  bulk  of  U.K's 
import  of  jute,  cotton,  wool  and  hides  and  skins  from  India  came  from 
Pakistan  regions.  Considerable  amount  of  manufactures  exported  to 
India  from  the  U.K.  also  found  its  market  in  the  areas  later  demarcated 
as  Pakistan.  The  importance  of  Pakistan's  trade  with  U.K.  has,  to  some 
extent,  been  minimized  as  a result  of  the  export  diversification  policy 
of  Pakistan.  The  U.K.  is,  however,  still  the  most  important  trading 
partner  of  Pakistan  from  the  standpoint  of  exports. 


N.  Vakil,  op . cit , . 


p.  432. 
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Formerly,  Pakistan  did  not  have  much  trade  with  the  United  States. 

But  from  the  early  sixties  on,  when  Pakistan  began  to  receive  large 
scale  economic  assistance  from  the  States  to  finance  her  development 
programs,  the  United  States  jumped  to  the  number  one  position.  Pakistan's 
trade  with  the  United  States,  havever,  is  dominated  by  Pakistan's  im- 
ports. Pakistan  needs  machinery  and  other  essential  materials  for 
developing  her  industries  and  modernizing  her  agriculture.  These  she 
is  buying  from  the  United  States  with  the  loans  she  is  getting  from 
that  country. 

Other  countries  next  in  importance  after  the  United  States  and 
U.K.  are  West  Germany  and  Japan.  Pakistan  also  receives  economic 
assistance  from  these  two  countries.  Because  of  this  she  is  able  to 
import  more  from  them  than  she  exports  to  them.  Formerly  Pakistan's 
foreign  trade  was  restricted  to  a few  selected  countries,  viz.,  India, 
U.K.,  and  Japan.  However,  at  the  moment  Pakistan  transacts  considerable 
amount  of  trade  with  a number  of  countries.  There  are  two  main  reasons 
for  this  diversification:  (1)  Pakistan  is  developing  trade  relations 

with  the  new  countries  from  which  she  is  receiving  economic  assistance. 

(2)  With  the  change  of  the  composition  of  exports  and  imports  the  direc- 
tion of  Pakistani  foreign  trade  is  also  changing.  One  good  sign  is 

that  nearly  60  percent  of  Pakistan's  exports  are  to  developed  countries 

1 

and  the  remaining  40  percent  to  developing  countries.  Table  21  shows 
the  direction  of  Pakistan's  foreign  trade  between  1960-61  and  1965-66. 


Government  of  Pakistan, 


Pakistan  Basic  Facts, 


p.  78. 
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TABLE  21 

DIRECTION  OF  FOREIGN  TRADE0 


(in  thousand  rupees) 


Country 

1960 

-61 

1961 

-62 

1962- 

Imports 

Exports 

Imports 

Exports 

Imports 

Total 

3, 187, 625 

1,799,365 

3, 109,098 

1,843,429 

3,818,771 

Australia 

61,981 

54,893 

28, 000 

54,314 

34,676 

Belgium  Luxembourg 

101,713 

74,356 

62.275 

110,064 

37,369 

Ceylon 

25,661 

20,953 

23,453 

16,666 

28,337 

China  (Mainland) 

15,463 

74,784 

16, 544 

10,482 

23, 225 

Czechoslovakia 

13,054 

18,863 

8,441 

16,483 

8, 588 

Egypt 

5,  245 

43,754 

2,  259 

17,751 

2,  243 

France 

77,460 

70,658 

44, 125 

84,507 

65, 239 

Germany,  West 

274, 266 

91,136 

292,857 

93,468 

397,173 

Hong  Kong 

7,477 

62, 893 

8,910 

31,792 

8,  287 

India 

129,741 

104,957 

107,093 

151,515 

105, 319 

Italy 

101,944 

41,734 

89,353 

43,413 

80, 397 

Japan 

251,672 

123,024 

247,074 

108, 644 

257,754 

Netherlands 

63,539 

36,798 

51,815 

33,481 

40,618 

Poland 

3,365 

31,711 

18, 288 

30,047 

9,739 

United  Kingdom 

595,097 

280, 753 

634,078 

294,477 

590, 529 

Union  of  South  Africa 

6,  293 

88,619 

8,  994 

91,120 

8,328 

U.S.A. 

762, 645 

164, 654 

958, 756 

175,172 

1,528,601 

U.S.S.R. 

25, 025 

14, 201 

12,  519 

18,867 

22,446 

All  other  countries 

665,984 

400, 624 

494, 264 

461,166 

569, 903 

aSource:  Government  of  Pakistan,  Ministry  of  Finance,  Pakistan  Basic  Facts, 

Fifth  Edition,  Karachi,  Department  of  Films  and  Publications, 

1966,  p.  79. 
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TABLE  21 — Extended 


1963 

1963-64 

1964-65 

1965-66 

Exports 

Imports  Exports 

Imports  Exports 

Imports  Exports 

2,033,721 
56, 264 
102,815 
33,665 
35, 624 
11, 084 
23,865 
82,  523 
88,776 
69, 272 
194,317 
55, 732 
165,839 
39,600 
17,690 
312, 344 
77,705 
176, 862 
22, 188 
467,556 


4,429, 961 
53,174 
46,316 
31,866 
51, 275 
10, 151 
4,419 
45,588 
477,361 
10, 625 
94,547 
80,516 
288,768 
63, 267 
7,  982 
636, 672 
6,  670 
1,896,953 
40, 514 
582, 997 


2, 299,146 
74,138 
85, 704 
28, 069 
165, 590 
19,757 
22, 599 
94,076 
66,536 
152,838 
111,444 
50, 820 
130,424 
38, 508 
20, 251 
331,716 
75, 731 
215,043 
12,854 
603,448 


5,374, 235 
49, 694 
68, 690 
33,583 
96, 810 
20, 217 
6, 830 
72, 906 
731, 088 
17,635 
127, 670 
125,674 
483,896 
60,472 
24, 124 
735,023 
2,418 
2,  073, 163 
63,062 
581, 280 


2,407,800 
54, 629 
91,534 
55, 263 
180, 658 
11,586 
22,379 
77,061 
71,136 
113,645 
220, 325 
34, 127 
131,463 
34,165 
29, 232 
306,923 
52,514 
190, 500 
11,743 
731,373 


3,901,569 
30,710 
14, 685 
35, 300 
84,763 
17,592 
3,796 
57, 214 
461, 547 
9.162 
25,370 
170, 271 
350, 204 
66,322 
32, 050 
586,662 
58,666 
1,363,566 
60,029 
505,320 


2, 507, 614 
72,695 
149,021 
39,121 
147,376 
12, 969 
15,808 

98.404 
94,989 

106,157 

17,963 

54,787 

124,506 

46,422 

42.405 
335,958 

6,606 
264,674 
60, 623 
817,130 
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Composition  of  Foreign  Trade 

Since  Pakistan  is  primarily  an  agricultural  country  her  main  exports 
consist  of  primary  products.  Formerly  90  percent  of  her  exports  con- 
sisted of  primary  products,  of  which  two  items,  jute  and  cotton  contrib- 
uted more  than  80  percent.  As  a result  of  structural  change  in  the 
economy  of  Pakistan,  the  composition  of  the  exports  have  changed  appre- 
ciably. Pakistan's  current  exports  consists  of  diversified  items, 
about  one-third  being  manufactures.  Table  22  shows  the  major  exports 
of  Pakistan  between  1951-52  and  1965-66. 

Similar  change  has  taken  place  in  the  import  trade  of  Pakistan. 

"The  traditional  imports  of  consumer  goods  have  lately  been  reduced, 
while  imports  of  machinery,  spare  parts,  fuel  and  raw  materials  have 
increased  considerably  as  a part  of  the  process  of  rapid  industrializa- 
tion."1 Table  23  shows  the  major  imports  of  Pakistan  between  1951-52 
and  1965-66. 

Balance  of  Trade 

Up  to  1956  Pakistan's  balance  of  trade  was  generally  favorable. 

The  best  year  was  1950-51  because  of  an  exceptional  demand  for  jute 
caused  by  the  Korean  War  and  the  high  price  of  cotton  following  the 
failure  of  cotton  crops  in  many  countries.  Since  then  Pakistan  has  had 
an  unfavorable  balance  of  trade.  The  main  reasons  for  this  adverse 
trend  are:  (1)  Deterioration  in  the  terms  of  trade.  (2)  Increased  in- 
ternal demand  for  exportable  goods.  (3)  Increased  imports  of  capital 
goods,  spare  parts,  fuel  and  raw  materials  in  the  process  of  rapid 


''’Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  70. 


MAJOR  EXPORTS 
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TABLE  23 


MAJOR 

IMPORTS' a 

(in 

million 

rupees) 

Item 

1951-52 

1952-53 

1953-54 

1954-55 

1955-56 

1956-57 

Chemicals 

23 

14 

18 

19 

26 

35 

Drugs  and  medicines 

41 

29 

28 

30 

49 

46 

Dyes  and  colour 

31 

18 

18 

18 

24 

36 

Electrical  goods 

31 

25 

19 

20 

22 

49 

Machinery 

175 

137 

166 

319 

182 

269 

Paper,  pasteboard 
and  stationery 

44 

19 

20 

20 

20 

21 

Rubber  manufactures 

14 

7 

9 

11 

19 

15 

Transport  equipment 

93 

42 

27 

45 

58 

91 

Woollen  yarn  and 
manufactures 

24 

17 

9 

3 

4 

2 

Art  silk  yarn 

29 

17 

19 

12 

18 

24 

Cotton  twist  and 
yarn 

257 

58 

64 

28 

15 

9 

Cotton  piece  goods 

369 

89 

3 

37 

63 

11 

Iron  and  steel,  and 
manufactures  thereof 

166 

72 

68 

71 

114 

167 

Non-ferrous  metals 
and  manufactures 
thereof 

16 

11 

9 

10 

18 

30 

Oil  minerals 

96 

89 

95 

108 

114 

102 

Oil  vegetables 

33 

22 

2 

4 

9 

7 

Source:  Government  of  Pakistan,  Ministry  of  Finance,  Pakistan  Basic  Facts, 

Fifth  Edition,  Karachi,  Department  of  Films  and  Publications, 

1966,  p.  71. 


93 


TABLE  23— Extended 


1957-58 

1958-59 

1959-60 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

March 

48 

34 

61 

67 

53 

58 

94 

107 

40 

45 

42 

80 

90 

81 

73 

104 

116 

57 

36 

28 

44 

' 57 

62 

58 

75 

118 

48 

70 

37 

74 

71 

77 

111 

129 

329 

225 

305 

325 

551 

505 

639 

977 

934 

935 

716 

17 

14 

31 

25 

32 

33 

38 

46 

36 

16 

14 

30 

40 

33 

47 

59 

70 

30 

140 

99 

153 

254 

316 

340 

478 

537 

333 

0.9 

0.5 

0.7 

1 

2 

3 

4 

6 

4 

11 

7 

24 

14 

24 

19 

35 

37 

21 

7 

1 

9 

22 

13 

11 

11 

20 

8 

2 

1 

4 

2 

3 

2 

2 

4 

1 

247 

198 

215 

396 

420 

446 

597 

878 

381 

31 

22 

43 

88 

86 

64 

80 

106 

55 

82 

100 

238 

303 

245 

237 

243 

105 

107 

11 

7 

57 

89 

79 

175 

225 

205 

149 
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industrialization.  Table  24  shows  the  balance  of  trade  position  of 
Pakistan  between  1947-48  and  1965-66. 

In  the  face  of  Pakistan's  persistent  trade  deficit  since  1956-57, 
the  performance  of  the  country's  two  provinces  has  showed  quite  a con- 
trast. While  East  Pakistan  had  a consistent  trade  surplus  up  to  1962- 
63,  West  Pakistan  registered  a heavy  deficit  all  along.  Even  between 
1947-48  and  1955-56,  when  Pakistan's  balance  of  trade  was  generally 
favorable,  West  Pakistan  incurred  regular  trade  deficit  every  year, 
except  1950-51.  Table  25  shows  the  divergence  in  the  foreign  trade 
balance  of  the  two  provinces  between  1949-50  and  1963-64. 

At  the  moment  Pakistan's  deficit  in  the  balance  of  payments^  is 
being  financed  through  loans  from  developed  countries  and  the  World 
Bank.  But  this  cannot  continue  for  long.  Pakistan  has  already  started 
repayment  of  loans  incurred  earlier.  Pakistan  is  trying  to  improve  her 
balance  of  trade  by:  (a)  restriction  of  imports;  (b)  expansion  of  ex- 
ports through  incentives.  One  of  the  devices  introduced  recently  to 

encourage  exports  and  discourage  imports  in  Pakistan,  is  the  'export 
2 

bonus  scheme'.  Pakistan's  exports  during  the  Second  Five  Year  Plan 


The  relation  between  balance  of  trade  and  balance  of  payments  is 
direct.  Other  things  remaining  constant,  the  balance  of  trade  will 
determine  the  direction  and  magnitude  of  the  balance  of  payments. 

2 

The  export  bonus  is  a kind  of  subsidy,  given  for  the  export  of 
manufactured  goods  and  some  selected  primary  products.  Currently  there 
are  two  rates:  20  percent  and  30  percent.  Under  this  scheme  the  ex- 
porter, upon  surrendering  his  foreign  exchange  to  the  State  Bank  of 
Pakistan,  receives  a voucher  that  entitles  its  holder  to  purchase 
foreign  exchange  of  equivalent  amount  for  use  in  importing  a wide  range 
of  goods.  The  vouchers  are  freely  transferable  in  the  market  and  are 
generally  at  a premium.  In  recent  years  prices  of  bonus  vouchers 
fluctuated  between  130  and  170  percent  of  the  face  value.  (Suppo'se  A 
exports  a commodity  worth  Rs . 5,000.  If  the  bonus  rate  is  20  percent 
he  will  receive  bonus  voucher  worth  Rs . 1,000.  If  the  market  rate  of 
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TABLE  24 

BALANCE  OF  TRADE3 


(in  million  rupees) 


Year 

(July-June) 

Exports 

Imports 

Balance 

1947-48  (15th  Aug. 
to  30th  June) 

7.034 

359.2 

(+)344 . 2 

1948-49 

957.6 

1,459.1 

(-)501 .4 

1949-50 

1,194.1 

1, 297.1 

(-) 103 . 0 

1950-51 

2,553.5 

1,620.0 

(+)933 . 5 

1951-52 

2, 008.6 

2, 237.3 

(-) 228 . 7 

1952-53 

1, 509.9 

1,383.6 

(+) 126 . 3 

1953-54 

1,286.0 

1,118.0 

(+) 168 . 0 

1954-55 

1,223.0 

1,103.3 

(+) 119 . 7 

1955-56 

1,783.7 

1,325.1 

(+)458 . 6 

1956-57 

1,607.6 

2,334.6 

( “)727 . 0 

1957-58 

1,421.7 

2, 050.0 

(~)628 .3 

1958-59 

1,325.3 

1,578.4 

(-)253 . 1 

1959-60 

1, 842.7 

2,461.0 

(->618.3 

1960-61 

1,799 .4 

3,187.6 

CO 

co 

00 

to 

1961-62 

1,843.4 

3,109.1 

(-)l, 265.7 

1962-63 

2, 247.3 

3,818.8 

(->1,571.5 

1963-64 

2, 299.1 

4,430.0 

(->2,130.9 

1964-65 

2,407.8 

5,374.2 

(->2,966.4 

1965-66 

2, 717.5 

4, 208.3 

(->1,490.8 

aSource:  Government  of 

Facts,  Fifth  Edition. 

Pakistan,  Ministry 
Karachi,  Department 

of  Finance, 
of  Films  and 

Pakistan  Basic 
Publications, 

1966,  p.  73. 


FOREIGN  TRADE  BY  PROVINCE 
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period  ( 1960-65)have  been  increasing  at  the  rate  of  7 percent  per  annum 
(at  constant  price),  a rate  faster  than  the  GNP  growth  rate  during  the 
same  period.  However,  Pakistan  may  continue  to  have  trade  deficit, 
though  at  a decreasing  rate,  up  to  1985.  Pakistan's  Twenty  Year  Long- 
term Perspective  Plan  ends  in  1985,  when  she  hopes  to  rely  on  her  in- 
ternal saving  and  receive  no  further  foreign  economic  assistance; 

Organized  Markets  and  Financial  Institutions 

It  has  been  mentioned  earlier  that  the  absence  of  regulated  markets 
and  inadequacy  of  financial  institutions  such  as  commercial  banks  and 
insurance  houses  are  some  of  the  factors  responsible  for  marketing  in- 
efficiency of  Pakistan. 

Regulated  Markets 

Special  emphasis  was  laid  on  the  establishment  of  regulated  markets 
by  the  various  commissions  and  committees  set  up  by  the  central  and  the 

provincial  governments  prior  to  independence,  to  look  into  the  problems 

2 ’ 
of  agriculture.  Advantages  expected  to  be  derived  from  the  establish- 
ment of  regulated  markets  may  be  summarized  as  follows: 


bonus  voucher  is  150  percent  he  will  receive  Rs . 1,500  from,  say,  B, 
who  buys  it.  This  voucher  entitles  B to  get  foreign  exchange  worth 
Rs.  1,000  against  Rs . 1,000  Pakistani  currency  for  the  import  of,  say 
a refrigerator.  The  total  cost  of  the  refrigerator  worth  Rs . 1,000 
to  B is  Rs.  2,500.  Under  this  scheme  the  subsidies,  which  are  paid 
on  exports,  are  bourn  by  imports. 

1(i)  The  Royal  Commission  on  Agriculture  in  India,  1928. 

(ii)  The  Bengal  Provincial  Banking  Enquiry  Committee,  1929-30. 

( iii)  The  Bengal  Jute  Enquiry  Committee,  1932-33  (Finlow  Committee). 

(iv)  The  Bengal  Jute  Enquiry  Committee,  1938-39  (Fawcus  Committee). 

(v)  The  Indian  Central  Jute  Committee,  1941-42. 

“Research  Team,  Marketing  of  Jute  in  East  Pakistan,  Dacca,  Dacca 
University  Socio-Economic  Research  Board,  1961,  pp.  9-19. 
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1.  Use  of  standard  weights  and  measures. 

2.  Reduction  of  marketing  charges. 

3.  Abolition  of  improper  allowances  and  deductions. 

4.  Supply  of  market  intelligence. 

5.  Provision  for  storage  facilities. 

1 

6.  Quick  settlement  of  disputes. 

An  agricultural  Produce  Markets  Bill  was  placed  before  the  Bengal 
Legislative  Assembly  and  was  referred  to  a select  committee  in  1940  but 
nothing  came  out  of  it.  The  1951  Pakistan  Agricultural  Enquiry  Commit- 
tee held  the  view  that  the  disability  of  the  farmers  to  market  their 

n 2 

produce  "can  only  be  removed  by  establishing  properly  regulated  markets. 

The  Agricultural  Produce  Marketing  Regulation  Bill  was  passed  by  the 

East  Pakistan  Provincial  Assembly  in  1964.  It  intends  to  set  up  54 

3 

regulated  markets,  one  in  each  subdivision  of  East  Pakistan,  during 
the  Third  Five  Year  Plan  (1965-70).  In  West  Pakistan  more  than  100 
regulated  markets  have  already  been  set  up  in  the  West  Punjab  region 
under  the  former  Punjab  Agricultural  Produce  Markets  Act  of  1939.  To 
a great  extent  these  markets  are  helping  in  the  marketing  of  grain  and 
cotton  in  the  Punjab  region  of  West  Pakistan. 

Jute  and  cotton  are  the  two  most  important  cash  crops  of  East  and 


Government  of  Pakistan,  Ministry  of  Commerce,  Report  of  the  Jute 
Enquiry  Commission,  1960,  Karachi,  Manager  of  Publications,  1961,  p. 
110. 

2 

Government  of  Pakistan,  Report  of  the  Pakistan  Agricultural 
Enquiry  Committee.  1951,  Karachi,  Manager  of  Publications,  1952,  p.  52. 

3Sub-division . An  area  covering  about  1,000  square  miles  and  in- 
habited by  roughly  one  million  people. 
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West  Pakistan,  respectively.  Although  'kutcha  and  pucca  balers  -1  in 
East  Pakistan  carry  on  forward  transactions  on  jute,  there  is  no  organ- 
ized future  market,  as  such,  for  jute  or  jute  exchange  in  Pakistan. 

A cotton  exchange  has  been  set  up  in  Karachi  in  1955  under  the  auspices 
of  the  Karachi  Cotton  Association.  It  regulates  the  future  trading  of 

cotton.  It  is  estimated  that  70  percent  of  the  cotton  produced  in 

2 

Pakistan  goes  to  the  buyers  through  this  exchange. 

In  Pakistan  there  are  only  two  registered  stock  exchanges,  one  in 
Karachi  and  the  other  in  Dacca.  However,  the  Karachi  Stock  Exchange  is 
the  only  active  market.  It  was  started  with  only  9 members  in  1949. 
Since  then  its  membership  has  risen  to  180.  Irregular  transactions 
take  place  in  the  Dacca  and  Lahore  Exchanges.  The  latter  is  not  a 
registered  exchange. 

Financial  Institutions 
Commercial  banks 

Compared  to  her  shares  of  industry  and  trade  the  Pakistan  area  as 
a whole  was  reasonably  well  provided  with  commercial  banking  facilities 
in  prepartitioned  days.  Out  of  a total  of  3,496  offices  of  'scheduled 

3 

banks'  in  undivided  India  on  31st  March,  1947,  the  Pakistan  areas  had 
631,  of  which  487  offices  were  in  West  Pakistan.  Of  the  3,498  offices 


■^Kutcha  baler,  pucca  baler.  Discussed  in  Chapter  V. 

2 

S.  M.  Akhtar,  op . cit . , Vol . I,  p.  198  (Quoted  from  Farooki, 

Keaton  and  Miller,  Agricultural  Marketing  in  Pakistan,  Karachi,  Amin 
Book  Company,  1958,  p.  161). 

3 

Scheduled  banks:  Commercial  banks  which  accept  certain  obliga- 

tions, and  have  minimum  paid-up  capital  ahd  re- 
serves of  Rs . 500,000  are  declared  as  scheduled 
banks  under  Section  37(2)  of  the  State  Bank  Act. 
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of  nonscheduled  banks  704  were  in  Pakistan  areas;  over  500  were  situated 
in  East  Pakistan.1 2 3  Banking  business  in  India  had  always  been  a close 
preserve  of  the  Hindus  and  Sikhs.  .Most  of  these  people  migrated  to 
India  on  the  eve  of  partition.  As  a consequence  many  of  the  bank  of- 
fices in  Pakistan  had  to  be  closed  after  partition. 

There  were  two  Pakistani  scheduled  banks  with  25  banking  offices 
at  the  time  of  partition.  However,  with  the  active  assistance  and  en- 

p 

couragement  of  the  government  and  the  'State  Bank  of  Pakistan  national 

banking  enterprise  began  to  fill  the  gaps  created  by  the  partition.  On 

June  30,  1964,  there  were  13  Pakistani  scheduled  banks  with  1,106  bank- 
3 

ing  offices.  These  banking  offices  together  with  72  branches  of 
foreign  banks  have  been  amply  able  to  provide  the  short-term  finan- 
cial needs  of  the  large  enterprises  in  Pakistan,  but  the  short-term 
financial  needs  of  the  small  enterprises  have  remained  unsatisfied. 

Traditionally  farmers,  artisans  and  small  traders  of  the  subconti- 
nent depended  on  money-lenders,  who  were  also  traders,  for  their  short- 
term financial  needs.  These  people  charged  exorbitant  rates  of  interest 
and  often  compelled  the  debtors  to  enter  into  commercial  transactions, 
unfavorable  to  the  latter.  The  Bengal  Debt  Settlement  Act,  1938,  curbed 
their  activities.  Those  who  were  still  in  business  left  Pakistan  after 
partition  as  most  of  them  were  non-Muslims.  Money-lenders,  as  a class, 


J.  Russell  Andrus  and  Azizali  F.  Mohammed,  Trade  Finance  and 
Development  in  Pakistan,  Karachi,  Oxford  University  Press,  1966,  p.  105. 

2 

State  Bank  of  Pakistan:  Pakistan's  Central  Bank. 

3 

J.  Russell  Andrus  and  Azizali  F.  Mohammed,  Trade  Finance  and 
Development  in  Pakistan,  p.  107. 
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are  virtually  extinct  in  Pakistan  but  their  place  has  not  been  filled 
by  any  alternative  institution. 

The  1929-30  Bengal  Provincial  Banking  Enquiry  Committee  and  the 

Indian  Central  Jute  Committee  of  1941-42  recommended  the  establishment 

of  licensed  warehouses  at  various  places  where  the  sellers  could  hold 

out  their  stocks  for  better  prices  and  the  bankers  would  find  it  easier 

to  advance  loans  against  receipts  issued  by  such  warehouses.'1 2 3'  To 

facilitate  the  flow  of  banking  credit  to  small  enterprises  the  1959 

Pakistan  Credit  Enquiry  Commission  recommended  the  establishment  of 

2 

specialized  institutions  like  'People's  Finance  Corporations'.  But 

no  such  corporation  has  yet  been  set  up  in  Pakistan. 

To  persuade  the  commercial  banks  (scheduled  banks)  to  give  more 

attention  to  the  credit  needs  of  the  small  enterprises,  the  State  Bank 

of  Pakistan  has  made  a provision  to  give  the  commercial  banks  a rebate 

3 

of  1 percent  in  interest  on  loans  up  to  Rs . 25,000  if  they  constitute 

10  percent  of  the  total  advances.  They  will  get  a rebate  of  1.5  percent 

in  case  the  share  of  small  loans  in  total  advances  exceeds  20  percent. 

This  scheme  did  not  have  any  appreciable  effect.  Up  to  1962  the  share 

of  loans  below  Rs.  25,000  in  total  bank  credit  rose  only  to  8.4  per- 
4 

cent . 


■''Research  Team,  op.  cit . , pp.  12,  17. 

2 

Government  of  Pakistan,  Finance  Division,  Credit  Enquiry  Commis- 
sion Report,  1959,  Karachi,  1961,  p.  105. 

3 

Loans  up  to  Rs.  25,000  are  considered  as  small  loans. 

^"Bank  and  Small  Man,"  (Staff  contribution),  Trade  and  Industry 
(Pakistan),  Vol . X,  No.  11,  November,  1966,  p.  909. 
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The  Credit  Enquiry  Committee,  set  up  in  1962  to  review  the  credit 
situation  of  the  country  against  the  recommendations  of  the  Pakistan 
Credit  Enquiry  Commission  of  1959,  made  the  following  recommendations 
to  ease  the  financial  problems  of  the  small  borrowers: 

1.  Commercial  banks  should  establish  separate  small  loans  depart- 
ments . 

2.  Commercial  banks  should  take  somewhat  greater  risks  in  dealing 
with  small  loans  by  adopting  less  orthodox  outlook  in  regard 
to  security. 

3.  Procedure  in  respect  to  hypothecation  and  pledge  of  property 
should  be  simplified. 

4.  Lower  margin  should  be  laid  down  in  the  case  of  small  loans. 

5.  Discount  houses  and  guarantee  brokers  should  be  created  as  an 

intermediary  agency  to  help  the  small  borrowers/ 

2 

So  far  only  the  'National  Bank  of  Pakistan'  has  introduced  a 
People's  Credit  Scheme  in  1962.  Under  this  scheme  credit  is  extended 
to  small  businesses  for  industrial  and  commercial  purposes  by  relaxing 
some  of  the  normal  requirements . 

Specialized  financial  institutions 

Since  independence,  several  autonomous  specialized  financial  insti- 
tutions have  been  established  in  Pakistan  to  satisfy  the  financial  needs 
of  various  sectors  of  the  economy.  But  very  few  of  them  concerned  them- 
selves with  financing  wholesale  and  retail  trade  of  Pakistan.  Their 
names  indicate  the  purpose  for  which  they  have  been  set  up. 


^S . M.  Akhtar,  op.  cit . , Vol . II,  p.  264. 

9 

National  Bank  of  Pakistan:  A commercial  bank  of  which  51  percent 
shares  are  held  by  the  Government  of  Pakistan  and  49  percent  shares  are 
held  by  the  public. 
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1.  Industrial  Development  Bank  of  Pakistan. 

2.  Pakistan  Industrial  Credit  and  Investment  Corporation. 

3.  The  Agricultural  Development  Bank  of  Pakistan. 

4.  The  House  Building  Finance  Corporation. 

5.  The  Pakistan  Refugee  Rehabilitation  Finance  Corporation. 

6.  East  and  West  Pakistan  Small  Industries  Corporation. 

Insurance 

Insurance  is  an  essential  adjunct  to  modern  commerce.  By  covering 
certain  types  of  risks  it  encourages  enterprise.  Prior  to  independence 
Pakistan  had  a small  share  of  the  insurance  business  of  the  subcontinent. 
As  was  the  case  with  industry,  trade  and  banking,  insurance  business 
was  also  the  virtual  monopoly  of  the  non-Muslims.  As  a consequence 
the  majority  of  the  250  insurance  offices  operating  in  Pakistan  before 
partition  had  to  be  closed  down  after  partition. 

Out  of  239  Indian  and  101  non-Indian  insurance  companies  operating 
in  India  at  the  time  of  partition  only  8 Indian  and  2 non-Indian  com- 
panies had  their  head  offices  located  in  the  Pakistan  regions.  However, 
in  1963  a total  of  75  insurance  companies,  were  operating  in  Pakistan. 

Out  of  these  33  were  Pakistani  companies,  and  42  foreign  concerns,  in- 
cluding 8 Indian  companies.  In  1963  out  of  65  companies,  either  fully 

or  partially  specializing  in  non-life  insurance,  26  were  Pakistani 
1 

companies . 

The  three  major  components  of  the  non-life  insurance  business  are 
fire,  marine  and  motor  vehicles  insurance.  Fire  insurance  business, 


^J.  Russell  Andrus  and  Azizali  F.  Mohammed,  Trade  Finance  and 
Development  in  Pakistan,  pp . 164-68. 
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which  pertains  to  industry  and  internal  commerce,  had  risen  rather 
slowly  in  relation  to  the  growth  of  the  economy.  Fire  insurance  is 
not  normally  available  at  the  'primary  market ' ^ levels  as  the  risk 
involved  is  very  high  because  of: 

1.  Primitive  system  of  transport. 

2.  Unsatisfactory  nature  of  storage. 

3.  Difficulty  in  valuation  due  to  absence  of  grading  and  standard- 
ization . 

2 

4.  Low  standard  of  business  ethics. 

The  Study  carried  on  by  the  Dacca  University  found  that  out  of 

3 

775  'beparis  and  farias',  operating  at  primary  levels,  only  6 could 

avail  themselves  of  the  fire  insurance  facilities.  About  15  percent 

4 

of  them  are  said  to  have  never  heard  of  fire  insurance. 


^Primary  market,  discussed  in  Chapter  V. 

2 

Research  Team,  op.  cit . . p.  138. 

3 

Beparis  and  farias,  discussed  in  Chapter  V. 

4 

Research  Team,  op ■ cit . , p.  138. 
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CHAPTER  IV 


MARKETING  FUNCTIONS  IN  PAKISTAN 

The  Committee  on  Definitions  of  the  American  Marketing  Association 
defines  Marketing  as  "a  series  of  activities  which  involved  in  the  flow 
of  goods  from  production  to  consumption,"1  or  alternatively,  "the  per- 
formance of  business  activities  that  direct  the  flow  of  goods  and 
services  from  producer  to  consumer  or  user."2  The  committee  defines 
a marketing  function  as  "a  major  specialized  activity  or  group  of 
related  activities  performed  in  marketing."3 4  Thus  it  appears  that 

marketing  is  simply  a bundle  of  activities  in  the  flow  of  goods,  and  a 

4 

marketing  function  is  any  one  of  bigger  activities  in  the  bundle. 

Although  there  is  no  generally  accepted  list  of  marketing  func- 
tions, those  generally  recognized  are  transportation,  storage,  grading 
and  standardization,  assembling,  selling  and  demand  creation,  financing, 
risk  bearing  and  market  information  and  marketing  research.  Merchan- 


E.  D.  McGarry,  "Some  Functions  of  Marketing  Reconsidered," 

Theory  in  Marketing  (Ravis  Cox  and  Wroe  Alderson,  Editors),  Chicago, 
Illinois,  Richard  D.  Irwin,  Inc.,  1950,  p.  265. 

2 

Ralph  S.  Alexander,  Marketing  Definitions:  A Glossary  of  Market- 
ing Terms,  Chicago,  Illinois,  American  Marketing  Association,  1963, 
p . 15 . 

2Ibid . , p . 16  . 

4F.  W.  Rayan,  "Functional  Elements  of  Market  Distribution,  "Harvard 
Business  Review,  Vol . XIII,  No.  2,  January,  1935,  p.  213. 


105 


106 


dising  is  sometimes  included  in  the  list  although  many  students  regard 
it  as  a broader  business  function.  However,  the  importance  of  a 
particular  function  may  vary  with  the  nature  of  the  commodity,  size  of 
the  production  unit,  stages  of  technological  development  and  the  general 
marketing  environment. 

Transportation 

Transportation  creates  place  utility.  It  makes  occupational, 
technical  and  geographical  division  of  labor  possible  by  facilitating 
the  movement  of  raw  materials  from  the  place  of  their  production  to 
the  place  of  their  utilization;  and  in  return,  by  moving  goods  from 
producing  centers  to  consuming  centers.  It  opens  a far  wider  and 
larger  market  and  thereby  encourages  large  scale  industrial  activity. 
"Transport  and  communication  play  an  important  role  in  the  economic 
development  of  a country.  In  developing  economies,  the  augmentation 
of  these  facilities  is  a precondition  for  initiating  plans  of  economic 
growth  and  social  progress."1 

Transport,  especially,  in  the  growing  areas,  plays  an  important 
role  in  the  marketing  of  farm  produce.  Though  no  correct  estimate  is 
available,  there  is  a general  belief  that  in  East  Pakistan  inadequacy 
of  transport  adds  considerably  to  the  cost  of  marketing  of  her  impor- 
tant food  and  cash  crops.  A study  conducted  by  the  Dacca  University 
Socio-Economic  Research  Board  shows  that  out  of  Rs . 30.00  export  price 


'‘'Government  of  Pakistan,  Department  of  Films  and  Publications, 
Transport  and  Communication  in  Pakistan.  Karachi,  1966,  p.  5. 
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per  maund  of  jute,  Rs.  21.65  go  to  the  growers.  The  balance  is 

marketing  costs.  The  price  spread  is  28  percent.  This  could  hardly 

be  considered  as  excessive,  under  the  existing  risks  and  inconveniences 

and  small  scale  nature  of  trade.  This  also  compares  well  with  the  cost 

of  marketing  of  cotton  in  the  United  States,  which  is  around  30  per- 

3 

cent.  But  this  will  be  too  much  if  we  consider  the  slender  margin 
received  by  the  intermediaries.  There  is  reason  to  believe  that  a 
major  portion  of  these  costs  is  that  of  transportation. 

There  are  many  places  in  East  Pakistan  where  railway  transporta- 
tion is  not  available.  In  rural  East  Pakistan  there  are  very  few  hard- 
surfaced roads,  most  are  dirt  roads,  which  are  not  very  serviceable 
even  in  the  best  weather.  However,  with  the  progress  of  Monsoon* 2 3 4  the 
rivers  and  canals  of  East  Pakistan  overflow  by  the  end  of  July,  provid- 
ing a good  system  of  water  transport  for  a period  of  two  months,  con- 
necting most  of  the  villages  with  the  market  places.  It  is  this  trans- 
port that  plays  a dominant  role  in  the  early  sale  of  jute.  With  the 
end  of  Monsoon  the  water  begins  to  recede,  making  communication  again 
difficult.  So  the  cultivators  must  hurry  to  avail  themselves  of  the 
natural  transport  facilities.  Thus  in  East  Pakistan  70  percent  of 

5 

jute  is  marketed  between  July  and  October. 


^Maund.  About  82  pounds. 

2 

Research  Team,  op.  cit.,  p.  115. 

3 

U.S.  Department  of  Agriculture,  Cotton  Situation.  July,  1966,  p.  2. 

4Monsoon.  The  seasons  during  which  monsoon  wind  blows  in  Indo-Pak 
sub-continent  from  the  southwest,  characterized  by  heavy  rains. 

5,  . 

A.  A.  Talukdar,  op.  cit.,  p.  15. 
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The  fact  that  Pakistan  is  comprised  of  two  regions,  separated 
from  each  other  by  more  than  one  thousand  miles  of  Indian  territory, 
creates  a peculiar  problem  for  interregional  transport.  The  link  be- 
tween East  and  West  Pakistan  is  either  through  air  over  India  or  around 
India  by  sea.  One  is  expensive,  and  the  other  is  time  consuming.  The 
backbone  of  East  Pakistan's  transport  system  is  t e waterways  system, 
which  covers  practically  the  whole  region  and  penetrates  into  the 
remotest  corners.  In  East  Pakistan  there  are  3,000  miles  of  waterways 
extending  to  4,500  miles  during  Monsoon.  There  are  three  million 
unmechanized  boats  with  a carrying  capacity  of  1.4  million  passengers 
and  1.2  million  tons  of  cargoes,  which  is  about  7 times  greater  than 
the  bottom  capacity  of  the  mechanized  fleet.1  Inland  water  transport 
is  supplemented  by  the  railways.  The  backbone  of  West  Pakistan's 
transport  system  is  a broad-gauge  railway  network,  supplemented  by  a 
road  network. 

The  nature  of  the  two  transport  systems  both  in  East  and  West 
Pakistan  makes  coordination  particularly  important.  In  East  Pakistan 
the  old  established  inland  water  transport  system  has  to  be  coordinated 
with  the  railway  system.  Cognizance  has  also  to  be  taken  of  the  expan- 
sion of  the  road  and  air  transport.  In  West  Pakistan  a powerful  rail- 
way system  and  a growing  road  transport  system,  instead  of  competing, 

2 

should  complement  each  other. 

Pakistan,  at  its  inception,  inherited  some  system  of  transport 


Government  of  East  Pakistan,  Information  Department,  East 
Pakistan  on  Road  to  Prosperity.  Dacca,  1964,  p.  72. 

2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p.  329. 
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and  communication  facilities  which  had  been  developed  in  India  prior  to 
partition  in  1947.  However,  Pakistan's  share  of  such  development  was 
not  proportionate  to  its  share  of  population  and  area  of  the  sub- 
continent. It  inherited  about  one-fifth  of  the  total  population  and 
one-fourth  of  the  total  area  of  the  entire  sub-continent,  but  received 
only  one-sixth  of  the  railways  and  one-tenth  of  the  hard-surfaced  roads 
at  the  time  of  partition.  Likewise  her  share  of  seaports  and  airports 
was  inadequate . ^ Out  of  a total  of  41,041  of  railway  route  mileage  and 
94,876  miles  of  hard-surfaced  roads,  in  undivided  India,  Pakistan  in- 
herited 6,958  and  9,098  miles  of  railways  and  hard-surfaced  roads, 

2 

respectively . 

Prior  to  partition  Karachi  was  the  second  largest  port  of  India 
in  the  West  coast,  hence  with  some  readjustment  it  could  handle  the 
export  and  import  traffic  of  West  Pakistan.  In  East  Pakistan  the  Port 
of  Chittagong,  which  occupied  an  insignificant  position  before  inde- 
pendence, has  been  called  upon  to  handle  increased  quantities  of  varied 

3 

types  of  goods. 

The  condition  of  transportation  in  West  Pakistan  seems  to  be 
better  than  that  of  East  Pakistan.  The  National  Sample  Survey  reports 

it  4 

state:  In  West  Pakistan  63  percent  of  the  villages  had  metalled  roads 

and  bus  stops  within  5 miles;  whereas  in  East  Pakistan  31  percent  and 


^Government  of  Pakistan,  Transport  and  Communication  in  Pakistan. 


2 

C.  N.  Vakil,  op ■ cit . . pp.  403  and  414. 

3Ibid , , p.  422. 

4 

Metalled.  Hard-surfaced. 
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35  percent  of  villages  had  metalled  roads  and  bus  stops  within  5 miles. 

In  East  Pakistan  27  percent  of  the  villages  reported  railway  stations 
within  5 miles  compared  to  45  percent  of  the  villages  in  West  Pakistan."1 * 3 4 

Railways 

Out  of  a 6,958  route  mileage  of  railways  inherited  by  Pakistan 

only  1,613  miles  were  in  East  Pakistan,  consisting  of  several  systems 

with  broad  and  meter-gauge,  which  necessitates  the  transfer  of  goods 

from  one  to  another  as  wagons  cannot  move  from  broad-gauge  to  meter- 

gauge.  This  adds  to  the  costs  and  may  damage  the  merchandise.  Of  the 

5,345  miles  in  West  Pakistan  about  40  percent  were  strategic  lines, 

2 

built  for  military  purposes,  without  much  commercial  importance.  Most 

of  the  rolling  stock  received  by  Pakistan  Eastern  Railways  was  overaged 

3 

due  to  overwork  during  World  War  II  and  replacement  was  long  overdue. 

During  the  last  twenty  years  there  has  not  been  an  appreciable 
increase  in  the  route  and  track  mileage  either  on  Pakistan  Eastern  or 
Pakistan  Western  Railways.  However,  the  carrying  capacity  of  passen- 
gers and  goods  has  increased  approximately  by  50  and  100  percent, 

respectively  during  this  period  due  to  improvement  of  rolling  stock  and 
4 

other  facilities.  Much  more  needed  to  be  done.  In  some  cases  mer- 
chants had  to  wait  for  days  to  get  railway  wagons  to  move  their  merchan- 


Government  of  Pakistan,  Central  Statistical  Office,  National 
Sample  Survey,  Second  Round,  1960,  Karachi,  1962,  p.  8. 

%•.  N.  Vakil,  op . cit , , p.  402. 

3 

Ibid ■ , p.  404. 

4 

Government  of  Pakistan,  Pakistan  Basic  Facts,  pp.  52-53. 
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dise.  This  causes  occasional  stock-out,  lost  sales  and  apparently 
higher  marketing  costs.  In  Pakistan  there  are  11,863  persons  per  one 
mile  of  railways  as  against  573  persons  per  one  mile  of  railways  in 
the  United  States.^ 

Roads 

Between  1948  and  1965  hard  surfaced  roads  in  Pakistan  have  more 

than  doubled  and  the  fair-weather  roads  have  increased  by  more  than 
2 

30  percent.  Yet  for  every  100,000  population  in  Pakistan  there  are 
79  miles  of  roads  (both  types  combined)  as  against  2,270  miles  in  the 

3 

United  States.  In  1960  there  was  only  one  motor  vehicle  (all  types) 
for  each  400  persons  in  Pakistan* 2 * 4 5  as  against  one  automobile  for  every 
2.1  persons  in  the  United  States.  Although  no  systematic  statistics 
are  available,  there  has  been  a considerable  increase  in  the  construc- 
tion of  dirt  roads  in  the  rural  areas  under  'Rural  Development  Scheme’ 
during  the  Second  Plan  period.  During  the  first  three  years  of  this 
scheme  76,000  miles  of  village  to  market  roads  have  been  constructed 
in  East  Pakistan  alone.6  "These  roads  have  reduced  the  cost  of  trans- 
portation from  $1.50  per  ton  mile  to  50  cents  per  ton  mile  as  the  means 


^S.  M.  Akhtar,  op , cit . , Vol . II,  p.  206. 

2 

Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  55. 

^S  . M.  Akhtar,  op . cit  ■ . Vol.  II,  p.  215. 

"^Government  of  Pakistan,  Statistical  Pocket  Book  of  Pakistan,  p.  190. 

5 

Automobile  Manufacturing  Association,  Inc.,  Automobile  Facts  and 
Figures , New  York,  1966,  p.  19. 

6 

Edgar  L.  Owens,  "Rural  Development  in  East  Pakistan,"  Enterprise 
(Pakistan),  September/October,  1966,  p.  32. 
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of  transport  has  shifted  from  people's  heads  to  bicycle  rickshaw.  By 
Western  standards,  the  cost  is  still  high  and  the  means  of  transport 
still  primitive.  But  to  the  village  farmers  of  East  Pakistan  these 
dirt  roads  are  the  beginning  of  transport  revolution  which  increases 
their  income  by  10-20  percent  without  change  in  the  prices  paid  by 

h1 

consumers . 

Inland  Water  Transport 

Under  the  auspices  of  the  East  Pakistan  Inland  Water  Transport 
Authority  (EPIWTA)  some  improvement  has  been  made  in  the  use  of  me- 
chanically propelled  vessels  for  inland  water  transportation  in  East 

2 

Pakistan  between  1960-65.  Yet  the  bulk  of  inland  transport  is  carried 
by  innumerable  slow-moving  unmechanized  boats.  This  slowness  of  trans- 
port causes  considerable  loss  to  the  traders,  especially  when  it  con- 
cerns perishable  commodities. 

Coastal  Shipping 

Pakistan  Merchant  Navy  started  with  3 vessels  of  a dead-weight 
tonnage  of  18,263  in  1947.  By  1965  the  number  of  vessels  had  increased 
to  52  and  the  tonnage  capacity  to  498,000.  In  1966  another  10  vessels 
were  added  to  the  fleet.  The  capacity  of  these  10  vessels  were,  however, 

3 

not  provided.  The  Pakistan  Merchant  Navy  can  now  handle  the  inter- 
regional trade.  As  a matter  of  fact  it  has  been  given  the  exclusive 


^Edgar  L.  Owens,  "Rural  Development  in  East  Pakistan,"  Enterprise 
(Pakistan),  September/October,  1966,  p.  32. 

2 

Government  of  Pakistan,  Pakistan  Basic  Facts,  pp.  60-61. 

3Ibid . . p.  59. 
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monopoly  to  handle  this  traffic.  There  is  a feeling  that  freight  charged 
by  it  for  interregional  merchandise  is  much  higher  compared  to  that 
charged  in  a competitive  route  for  a similar  distance.  However,  95  per- 
cent of  Pakistan’s  international  trade  is  still  being  carried  by  for- 
1 

eign  companies. 

Port  Facilities 

In  1947  the  Port  of  Karachi  in  West  Pakistan  and  the  Port  of 

Chittagong  in  East  Pakistan  had  a handling  capacity  of  2.5  and  0.6 

2 

million  tons  of  cargo  traffic.  By  1965  the  cargo  handling  capacity 
of  the  Karachi  Port  increased  to  7.5  million  tons.  The  combined  capac- 
ity of  Chittagong  Port  and  the  newly  developed  Chalna  Port  in  East 

3 

Pakistan  was  more  than  4.5  million  tons  in  1965.  Yet  these  three 
ports  cannot  cope  with  the  port  traffic,  especially  in  the  busy  season 
when  the  movement  of  jute  coincides  with  the  import  of  food  grains, 
which  Pakistan  in  the  last  few  years  needed  on  a large-scale. 

Air  Transportation 

Though  there  has  been  a considerable  improvement  in  the  air  trans- 
portation system  of  Pakistan,  both  in  respect  of  internal  and  inter- 
national services,  its  commercial  importance  is  insignificant  at  present. 
Only  a limited  amount  of  traffic  can  bear  the  high  freight  charges. 


''‘Government  of  Pakistan,  Transport  and  Communication  in  Pakistan, 
p.  33. 

2 

Ibid , , p.  33. 

3 

Government  of  Pakistan,  Pakistan  Basic  Facts,  pp.  56-57. 
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Storage 

Storage  creates  time  utility.  The  greater  the  time  gap  between 
production  and  consumption  the  greater  is  the  need  for  storing  the 
product.  In  this  respect  the  need  for  storage  facilities  of  agricultur- 
al produce  is  of  special  importance.  Most  of  the  agricultural  produce 
is  seasonal  in  nature  but  its  demand  is  more  or  less  uniform  throughout 
the  year.  Some  farm  produce  is  highly  perishable  hence  it  requires 
special  type  of  storage  for  its  preservation. 

In  Pakistan  the  average  house  in  the  villages  consists  of  two  to 

three  rooms,1  which  are  just  sufficient  to  give  shelter  to  the  family 

members  and  their  few  belongings.  This  leaves  very  little  storage 

accommodation  • In  the  absence  of  storage  facilities  the  cultivators 

are  pressed  to  sell  their  produce  before  it  is  damaged  by  exposure  to 

sun  and  rain.  In  the  primary  markets,  where  the  growers  take  their 

produce  for  sale,  there  are  no  storage  facilities,  with  the  exception 

2 

of  certain  areas  of  North  Bengal.  Hence,  when  the  price  in  the  pri- 
mary market  is  unfavorable  a grower  is  pressed  to.  sell  the  product,  at 
a lower  price.  The  alternative  is  to  bring  it  back  and  to  face  another 
uncertainty  on  another  day  with  additional  risk  of  deterioration  during 
repeated  transport. 

It  is  common  practice  for  a grain  wholesaler  in  East  Pakistan  to 
pile  up  sacks  of  grain  on  the  nonmoisture-proof  floor  for  several  days. 


■'‘Mohammad  Afsaruddin,  Rural  Life  in  East  Pakistan:  A Study  of  Five 
Selected  Villages,  Dacca,  Department  of  Sociology,  University  of  Dacca, 
1964,  p.  26.  (The  sample  is  not  representative.  However,  similar  views 
have  been  expressed  by  other  authors) . 

2 

Research  Team,  op . cit . , p.  87. 
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Such  poor  storage  facilities  not  only  leads  to  shortage  of  food  grain 
but  also  to  the  spoilage  of  food  value  in  the  grain.  While  discussing 
the  marketing  of  jute  in  East  Pakistan  the  Jute  Enquiry  Commission 
states:  "Storage  arrangements  in  the  primary  market  level  are  neither 

adequate  nor  satisfactory."'*’ 

In  this  respect  the  condition  is  no  better  in  West  Pakistan.  A 

report  on  the  marketing  of  wool  in  Pakistan,  compiled  by  the  Pakistan 

Cooperative  and  Marketing  Department  states:  "Secondary  and  tertiary 

2 

markets  - they  show  two  outstanding  defects.  (1)  Wool  ’godowns’  and 

cleaning  yards  are  not  built  according  to  a specific  plan  or  design. 

(2)  Proper  arrangements  for  washing  wool,  drainage  of  sewer  water, 

keeping  different  qualities  of  wool  in  separate  enclosures  of  the  yard, 

m3 

waterproof  roofs,  etc.,  do  not  exist  in  most  areas." 

Some  of  these  problems  of  store  shortage  stem  from  the  basic  short- 
age of  capital,  but  in  other  cases  it  may  be  the  conservative  outlook 
that  make  it  difficult  to  install  modern  facilities.  Although  licensed 
warehouses  at  important  marketing  centers  are  essential,  the  proposal 
for  establishing  them  is  not  gaining  popular  support  in  Pakistan. 

Fish  is  one  of  the  most  important  items  of  food,  especially,  in 
East  Pakistan.  In  addition,  it  is  also  a substantial  item  in  Pakistan's 
export.  For  preservation  of  fish,  cold  storage  is  very  necessary. 

Though  establishment  of  a number  of  wholesale  fish  markets  with  cold 


■'■Government  of  Pakistan,  Report  of  the  Jute  Enquiry  Commission, 
1960,  p.  93. 

2 

Godown:  Warehouse 

3 

Government  of  Pakistan,  Cooperative  and  Marketing  Department, 
Report  on  the  Marketing  of  Wool  in  Pakistan,  Karachi,  1960,  p.  86. 
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storage  and  ice  plants  has  been  given  top  priority  under  the  Third  Five 
1 

Year  Plan,  the  number  of  such  markets,  at  this  moment,  is  very  small. 

This  is  causing  considerable  loss  to  the  fish  resource  of  Pakistan. 

Storage  accommodation  available  to  retailers  and  small  wholesalers 

is  far  from  satisfactory  in  Pakistan.  Owing  to  the  shortage  of  storage 

accommodation  they  are  compelled  to  have  recourse  to  occasional 
2 

'indenting',  causing  higher  ordering  and  transportation  costs.  These 
add  to  the  total  marketing  costs.  Storage  conditions  in  some  cases 
are  unhygienic  and  highly  unsatisfactory,  resulting  in  heavy  storage 
losses . 


Grading  and  Standardization 

Grading  may  be  defined  as  "assigning  predetermined  standards  of 

3 

quality  classifications  to  individual  units  or  lots  of  a commodity." 
Standardization,  on  the  other  hand,  has  been  defined  as  "the  determina- 
tion of  basic  limits  or  grade  ranges  in  the  form  of  uniform  specifica- 
tions to  which  particular  manufactured  goods  may  conform  and  uniform 

class  into  which  the  product  of  agriculture  and  the  extractive  indus- 

m4 

tries  may  or  must  be  sorted  or  assigned. 


Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  435. 

2 

Indenting:  In  a seller's  market  situation  it  is  common  practice 

for  retailers  and  small  wholesalers  to  place  orders  with  the  wholesalers 
instead  of  wholesalers  soliciting  orders  through  salesmen. 

3 

Ralph  S.  Alexander,  op . cit . , p.  13. 

4Ibid. , p.  22. 
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Grading 

The  term  grading  is  generally  associated  with  agricultural  produce. 
It  has  already  been  mentioned  that  in  East  Pakistan  the  average  farmer 
cultivates  less  than  three  acres  of  land.  This  itself  is  parcelled  out 
into  small  scattered  plots,  separated  from  each  other  at  inconvenient 
distances.  There  is  a further  tendency  to  divide  the  field  for  differ- 
ent crops.  So  each  cultivator's  crop  differs  very  much  in  variety  and 
quality.  As  far  as  grading  is  concerned  farmers  know  very  little  about 
it.  For  certain  commodities,  such  as  jute,  the  quality  characteristics 
are  so  varied  that  it  is  not  only  confusing  to  the  growers  but  the 
'beparis  and  farias’1  cannot  properly  classify  them  either.  Hence  they 

generally  offer  the  lowest  possible  price  to  the  growers  irrespective 

2 

of  the  quality  content  of  lots. 

A different  type  of  grading  problem  exists  in  respect  to  cotton  in 
West  Pakistan.  "The  ginners,  instead  of  trying  to  clean  the  cotton 
from  seeds,  leaves  and  dirt,  tend  to  pass  as  much  of  the  trash  as  they 
possibly  can.  There  is  no  check  on  their  misdeeds.  Almost  every  ginning 
factory  is  equipped  with  pre-cleaning  machinery,  but  no  ginner  is  work- 
ing it.  They  claim  they  suffer  a loss  of  weight  if  they  do  not  pass 
and  sell  the  dirt  as  cotton.  They  claim  they  do  not  get  any  premium 
for  giving  cleaned  cotton.  They  will  sell  a quality  by  its  name  at 
the  same  price,  whether  the  contingent  contains  6%  trash  or  20%.  While 
making  purchases  of  cotton,  the  mills  do  not  make  any  distinction 


^Beparis  and  f arias:  Peripatetic  dealers  who  buy  farm  produce  in 

villages,  or  village  markets  and  sell  to  some  higher  intermediaries. 

2 

Research  Team,  op . cit , , pp . 90-91. 
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between  the  different  grades  with  respect  to  trash,  short  fibers  and 

j . til 

maturity . 

Fresh  fruits  in  Pakistan  are  roughly  classified  into  two  or  three 
broad  categories,  viz.,  superior  and  inferior,  or  large,  medium  and 
small  sizes  in  accordance  with  the  individual's  own  way  of  sorting. 

The  method  varies  from  one  sorter  to  another.  This  system  is  undepend- 
able since  it  conveys  no  definite  or  conclusive  idea  about  the  size 

and  various  quality  factors,  such  as  state  of  maturity,  freedom  from 

2 

blemish,  disease,  and  so  forth. 

The  quantity  of  jute  meant  for  export,  however,  is  assorted  accord- 

3 

ing  to  grade  standards  by  experts  in  the  course  of  baling.  Under  the 
provision  of  wool  grading  scheme  introduced  by  the  Government  of  Pakistan 
in  September,  1954,  all  wool  intended  for  export  must  be  graded  accord- 
ing to  'Pakmark'  grade  specification  and  tested  at  Wool  Test  House  at 
Karachi  before  qualifying  for  export  under  a certificate  of  quality."* 2 3 4 

In  general,  manufactured  goods  do  not  require  any  grading  because 
they  are  made  according  to  predetermined  standards  and  their  qualities 
are  maintained  by  various  quality  control  measures.  This  is  also  true 
in  respect  to  the  product  of  large  scale  industries  in  Pakistan.  But 
in  Pakistan  small  scale  and  cottage  industries  predominate.  They  know 


4M.  Javid  Saigal,  "A  Critique  of  the  Textile  Industry,"  Trade  and 
Industry  (Pakistan),  Vol . XI,  No.  2,  February,  1967,  p.  132. 

2 

Government  of  Pakistan,  Cooperation  and  Marketing  Adviser,  Report 
on  the  Marketing  of  Fresh  Fruits  in  Pakistan,  Karachi,  Manager  of 
Publications,  1958,  p.  52. 

3 

Research  Team,  op , cit . , p.  92. 

4 

Government  of  Pakistan,  Report  on  the  Marketing  of  Wool  in  Pakistan, 

p.  28. 
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very  little  of  quality  control.  Moreover  products  of  individual  firms 
vary  considerably  from  each  other.  Hence  like  farm  produce  the  products 
of  small  scale  and  cottage  industries  in  Pakistan  also  need  grading. 

Standardization 

Standardization  is  a prerequisite  for  efficient  marketing  of  a 
product.  Only  standardized  goods  can  be  advertised  and  efficiently 
promoted  by  other  impersonal  means.  Maintenance  of  quality  of  indus- 
trial product  though  important  for  domestic  market,  is  of  crucial 
importance  for  export  market.  Foreign  importers  will  not  buy  an  indus- 
trial product  from  Pakistan  unless  they  know  of  its  quality  and  are 
sure  that  the  quality  standards  will  be  maintained.  At  present  29  per- 
cent of  Pakistan's  export  is  industrial  goods.  Pakistan  has  an  unfa- 
vorable balance  of  trade  for  the  last  few  years.  If  she  wants  to  in- 
crease her  export  of  manufactured  goods  she  must  standardize  the  prod- 
ucts which  she  desires  to  sell  abroad. 

The  Pakistan  Standards  Institute  has  made  a start  in  standard  and 
quality  control  by  the  preparation  of  some  500  national  standard  spec- 
ifications for  various  food  products,  textiles,  chemicals  and  electrical 
and  mechanical  goods  during  the  last  few  years.  A scheme  for  putting 
certification  marks  on  products  for  which  national  standards  have  been 
prepared  is  in  force.1  It  is  a humble  beginning.  This  will  be  inten- 
sified during  the  Third  Plan  period.  To  assist  industry  in  quality 
control  laboratory  facilities  for  testing  will  be  provided.  A provision 


Government  of  Pakistan, 
p.  453. 


The  Third  Five  Year  Plan  (1965-70) , 
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has  been  made  for  obtaining  trade  marks  for  products  under  Revised 
Trade  Marks  Rules,  1963.’*’ 

Another  item,  which  is  important  in  respect  to  standardization, 
is  the  use  of  standard  weights  and  measures.  There  is  a great  diver- 
sity in  the  standards  and  units  of  weights  and  measures  in  force  through 

out  Pakistan.  The  standard  of  weights  varies  between  60  and  120  tolas 
2 

a seer.  These  differences  in  standard  are  very  confusing  to  the 
illiterate  people  of  Pakistan  and  a comparison  between  two  different 
standards  is  a difficult  process  to  them.  This  often  gives  rise  to  a 
chance  of  cheating  the  farmers  by  some  unscrupulous  beparis  and  f arias. 
Weighing  with  one  standard  and  paying  with  another  is  sometimes  prac- 
ticed. "The  existence  of  the  diverse  systems  of  weights  and  measures 
has  not  only  created  chaos  and  confusion  but  also  caused  a great 
hinderance  to  the  economic  progress  of  the  country."* 2 3  Recently  the 
Government  of  Pakistan  has  made  a decision  to  introduce  metric  system 
of  weights  and  measures  throughout  the  country.  When  adopted  this  is 
expected  to  rationalize  weights  and  measures  in  Pakistan. 

Adulteration 

A bad  practice,  which  has  recently  become  prevalent  in  Pakistan, 
affecting  quality  standards,  is  the  practice  of  adulteration  by  some 


■'"Government  of  Pakistan,  Ministry  of  Commerce,  Revised  Trade 
Marks  Rules,  1963,  Karachi,  Manager  of  Publications,  1966,  p.  3. 

2 

Seer:  One  standard  seer  is  80  tolas,  which  is  slightly  more 

than  2 pounds. 

3 

M.  R.  Chowdhury,  Rationalization  of  Weights  and  Measures.  Karachi 
(undated),  p.  8. 
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1 

small  retailers.  Nowadays  it  is  difficult  to  buy  milk,  cooking  oil, 
flour,  etc.,  from  average  retailers  in  Pakistan  without  some  adultera- 
tion. There  is  a flourishing  market  for  empty  containers  for  cosmetics 
and  toilet  goods.  Unless  the  labels  are  destroyed  when  the  contents 
are  used,  the  bottles  and  cases  will  be  refilled  with  substandard  prod- 
ucts and  sold  as  the  original  through  some  questionable  channel.  Though 
there  is  legal  provision  for  punishing  adulteraters , a flourishing  busi- 
ness of  this  type  is  going  on  in  Pakistan. 

Assembling 

Assembling  may  be  defined  as  "the  activities  involved  in  concen- 
trating supplies  or  assortment  of  goods  or  services  to  facilitate  sale 
or  purchase. Assembling  is  necessary  to  match  heterogeneous  supply 
to  heterogeneous  demand.  Assembling,  among  other  things,  includes 
buying  and  pricing.  It  also  includes  transportation  and  grading  already 
discussed . 

It  has  been  mentioned  earlier  that  in  Pakistan  marketable  surpluses 
of  most  commodities  come  from  small  producers  (farmers  and  cottage  in- 
dustries), scattered  all  over  the  country.  Hence  products  must  be 
assembled  before  they  can  be  marketed  through  distribution  channels  or 
exported.  As  a consequence  there  exists  a large  number  of  middlemen 
between  the  producers  and  the  terminal  wholesalers.  Each  of  these 
middlemen,  while  performing  some  important  marketing  function,  is  incur- 


iGovernment  of  East  Pakistan,  Directorate  of  Agricultural  Marketing, 
Report  on  the  Market!.  - of  Mirk  in  East  Pakistan,  Dacca,  19G2,  p.  19. 

a Iph  S.  Alexander,  op.  cit . , p.  9. 
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ring  certain  expenses  and  taking  some  profit  in  turn.  Some  of  these 
middlemen  are  superfluous  and  are  to  some  extent  responsible  for  a 
wide  price  spread  between  primary  and  terminal  markets. 

Pricing 

Although  open  bargaining  between  buyers  and  sellers  is  the  common 

practice  in  fixing  prices  in  primary  and  secondary  markets  in  Pakistan, 

fixing  of  prices  under  cover  is  still  in  vogue  in  some  primary  markets. 

This  system  of  sale  is  quite  common  in  the  Karachi  and  Sind  markets  in 

2 

connection  with  marketing  of  fresh  fruits. 

When  the  seller  takes  an  advance  from  an  itinerant  trader,  as  is 

common  in  the  marketing  of  wool  in  West  Pakistan,  the  dealers  usually 

fix  the  price  on  the  approximate  yield  of  the  products  which  is  inten- 

3 

tionally  assessed  by  them  on  the  lower  side. 

Selling  and  Demand  Creation 

Selling  may  be  defined  as  "the  personal  or  impersonal  process  of 
assisting  and/or  persuading  a prospective  customer  to  buy  a commodity 
or  a service  or  to  act  favorably  upon  an  idea  that  has  commercial  sig- 
nificance. This  definition  includes  advertising,  other  forms  of  pub- 

,,4 

licity,  and  sales  promotion,  as  well  as  personal  selling. 


^Research  Team,  op . cit . , p.  65. 

9 

“Government  of  Pakistan,  Report  on  the  Marketing  of  Fresh  Fruits 
in  Pakistan,  p . 44 . 

^Government  of  Pakistan,  Report  on  the  Marketing  of  Wool  in  Pakistan, 
p.  46. 

4 

Ralph  Alexander,  op . cit . , p.  21. 
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Restrictions  on  the  import  of  consumer  goods,  both  due  to  protec- 
tion and  due  to  foreign  exchange  control,  have  created  a seller's 
market  situation  in  the  marketing  of  many  consumer  goods  in  Pakistan.^ 

In  certain  product  lines  anything  would  sell  provided  the  prices  are 
low  enough.  It  is,  therefore,  natural  that  most  of  the  manufacturers 
of  consumer  goods  in  Pakistan  became  product-oriented  instead  of  market- 
oriented. 

The  situation,  however,  is  changing.  Self-sufficiency  has  been 

attained  already  in  a host  of  consumer  goods  and  an  exportable  surplus 

has  been  created  in  a number  of  fields.  Moreover,  the  available  indices 

also  confirm  a steady  increase  in  the  output  of  all  industries,  includ- 

2 

ing  the  consumer  goods  sector.  Because  of  this  competition  is  beginning 
to  occur. 

Advertising 

Advertising,  which  is  extensively  used  in  the  Western  world  as  a 
tool  of  demand  creation,  is  still  in  its  infancy  in  Pakistan.  Only 
foreign  firms  and  a few  large  Pakistani  firms  make  extensive  use  of 
this  tool . 

In  a country,  where  less  than  15  percent  of  the  population  is 
functionally  literate,  the  chance  of  reaching  them  through  the  press 
is  not  very  bright.  In  1964  the  size  of  the  Pakistani  press  was  1590 


■*-A . Faruk,  "The  Consumer  Goods  Industries  in  Pakistan,"  Twelfth 
Pakistan  Economic  Conference,  1965,  (A.  I.  Qureshi,  Editor),  Peshawar, 
Pakistan  Economic  Association,  1965,  p.  33. 

2Ibid. , p.  33. 
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publications,  including  dailies,  weeklies,  monthlies,  etc.  Very  few 
of  them  had  more  than  moderate  circulation.  Because  of  the  physical 
separation  of  the  two  provinces  and  because  of  the  language  differences, 
there  are  very  few  national  newspapers  except  a few  English  medium  ones. 
Circulation  of  most  of  them  is  restricted  within  smaller  areas. 

Until  recently  there  were  only  a few  radio  stations  in  Pakistan 
covering  small  areas  and  population.  However,  by  1965  the  number  of 
transmitting  stations  had  been  increased  to  11  and  the  area  and  popula- 
tion covered  in  East  Pakistan  increased  to  90  percent  and  those  in  West 
Pakistan  to  25  and  40  percent,  respectively.  With  the  opening  of  more 
networks  under  The  Third  Plan  it  is  expected  that  in  East  Pakistan  100 
percent  of  area  and  population  will  be  covered.  In  West  Pakistan  the 
area  and  population  to  be  covered  are  expected  to  increase  to  65  and 
85  percent,  respectively.  Until  1961  the  Radio  Pakistan  did  not  have 
any  commercial  service.  An  experimental  commercial  service  was  intro- 
duced at  Karachi  center  in  1961  and  the  response  has  been  encouraging. 

Proposal  for  the  extension  of  commercial  service  in  other  important 

2 

centers  is  under  the  active  consideration  of  the  Government. 

Television,  which  is  extensively  used  in  the  West  as  a medium  for 
advertising,  was  virtually  unknown  in  Pakistan.  Two  pilot  stations, 

one  at  Dacca  and  the  other  at  Lahore,  were  set  up  in  1965.  Immediately 

they  became  popular.  "in  Third  Plan  period  three  full-fledged  stations 
will  be  put  up  at  Islamabad,  Chittagong  and  Peshawar  with  limited  pro- 


^Government  of  Pakistan,  Statistical  Pocket  Book  of  Pakistan,  p.  231. 
2 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  pp. 
347-49. 
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duction  facilities."'*'  Each  of  the  larger  stations  will  have  5 KW  trans- 
mitters, each  covering  an  area  of  40  miles' radius . Population  coverage 

2 

will  be  about  ten  million  each  in  East  and  West  Pakistan. 

Other  factors  that  affect  advertising  in  Pakistan  are  the  absence 
of  standardization  of  products  and  the  high  cost  of  packaging.  The 
average  consumers  in  Pakistan  are  not  yet  ready  to  accept  packaged  goods, 
particularly,  food  items.  The  business  community,  especially  those  in 
retailing,  are  not  generally  trusted  by  the  customers.  It  is  a common 
practice  in  Pakistan  to  buy  goods  by  inspection.  These  factors  are 
standing  in  the  way  of  large  scale  use  of  advertising  in  Pakistan. 
Moreover,  soliciting  customers  through  advertisement  by  a merchant  for 
selling  something  which  he  did  not  make  but  which  will  bring  him  profit 
is  considered  unethical  under  Pakistani  culture.  Nonetheless,  adver- 
tising firms  have  been  established  in  big  cities  like  Karachi,  Lahore, 
Dacca  and  Chittagong.  Media  generally  used  by  the  Pakistani  advertisers 
are  newspapers,  periodicals,  signboards,  roadside  posters  and  car  cards. 
Advertisement  through  local  cinema  houses  are  also  very  popular.  Point 
of  sales  materials  are  occasionally  used.  With  more  radio  stations 
and  television  centers  opening  commercial  service,  advertising  is 
expected  to  play  a larger  role. 

Personal  Selling 

Though  advertising  and  other  forms  of  impersonal  process  of  demand 
creation  are  not  very  popular,  personal  selling  is  common  in  Pakistan. 


^Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  349. 
2Ibid. , p.  349. 
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Customers  expect  salesmen  to  be  subservient.  It  is  customary  for  a 
shopper  to  visit  several  stores  before  he  makes  a purchase.  It  is  the 
most  persuasive  salesman  who  will  be  able  to  sell.  Retailing  through 
itinerant  shops  and  hawking  is  very  common  in  rural  areas  and  small 
towns.  Because  unemployment  is  very  high  and  service  costs  very  low, 
the  retailing  field  is  generally  overcrowded  with  more  salesmen  than 
it  can  perhaps  gainfully  absorb. 

Ancillary  Marketing  Functions 

Financing,  risk  bearing,  marketing  research  and  market  information, 
though  essential  marketing  functions,  are  so  specialized  that  some 
authors  have  designated  them  as  ancillary  or  supplementary  marketing 
functions . 

Financing 

In  Pakistan,  although  short-term  financial  needs  of  the  large 
scale  industries  and  a few  large  commercial  firms  have  been  amply  pro- 
vided for,  the  small  concerns  find  it  difficult  to  satisfy  their  short- 
term financial  requirements.  Difficulties  faced  by  small  entrepreneurs 
to  obtain  loans  are:  (1)  too  rigid  security  requirements  which  are 

beyond  the  small  man's  capacity  to  fulfill;  (2)  high  margins;  (3)  heavy 
impost  of  incidental  charges;  (4)  banks'  indifferent  attitude  toward 
small  enterprises  and  (5)  demand  for  pledging  of  goods  in  banks'  own 

warehouses,  which  small  concerns  are  unable  to  do  because  they  carry  on 

1 

business  with  small  stocks. 


^Government  of  Pakistan,  Finance  Division,  Credit  Enquiry  Commis- 
sion Report,  1959,  Karachi,  1961,  p.  101. 
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Commercial  banks,  however,  assing  following  reasons  for  their 
reluctance  to  provide  loans  to  small  businesses:  (a)  servicing  of 

small  loans  is  more  costly,  (b)  risk  of  lending  to  small  businesses  is 
very  high,  and  (c)  small  businesses  do  not  have  much  collateral  to 
offer.  But  astonishingly  enough,  so  far  in  Pakistan  the  major  bad  debts 
and  losses  of  the  banks  have  occurred  on  large  loans.  Moreover,  50 
percent  of  bank  deposits  in  Pakistan  comes  from  small  parties.  Why 
then  can  banks  not  advance  at  least  20  percent  to  small  enterprises?'*' 

It  has  previously  been  mentioned  that  when  a grower  takes  advance 
from  a peripatetic  dealer,  though  he  pays  no  interest,  he  generally 
receives  an  unfavorable  price.  Grower's  financial  needs  is  another 
cause  of  early  sale  of  farm  produce  in  Pakistan.  It  is  not  uncommon 
for  a farmer  in  East  Pakistan  to  sell  a part  of  his  rice  crop,  grown 
for  personal  consumption,  during  harvesting  season  at  a lower  price  to 
satisfy  his  immediate  cash  needs.  He  must  buy  rice  at  a higher  price 
during  jute  harvesting  season  when  he  receives  cash  through  the  sale 
of  jute. 

In  the  absence  of  short-term  loans  from  commercial  banks  the  re- 
tailers and  small  wholesalers  have  to  rely  only  on  their  own  resources. 
The  result  of  such  financial  handicap  is  again  occasional  stockouts, 
lost  sales  and  frequent  indenting.  These  all  cause  higher  ordering 
and  transport  costs. 

Risk  Bearing 

In  marketing  two  types  of  risks  are  involved.  One  type,  such  as, 


1 "Bank  and  the  Small  Man"  (Staff  Contribution),  Trade  and  Industry, 
(Pakistan),  Vol . X,  No.  11,  November,  1966,  p.  910. 
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change  of  style,  change  of  demand,  and  so  forth,  must  be  borne  by  the 
marketer.  But  there  is  another  type  of  risk,  such  as,  loss  of  goods 
in  transit  or  loss  by  fire  or  by  burglary.  Business  can  normally  shift 
such  risks  by  taking  insurance.  Such  insurance  facilities  are  not 
available  to  small  businesses  in  Pakistan.  However,  in  the  case  of 
jute,  starting  from  'kutcha  baler'1  onward  jute  is  fully  insured  against 
damage  by  fire  or  other  causes.  The  premium  is  rather  high  due  to  the 
unsatisfactory  nature  of  the  premises  where  jute  is  stored.  Under 
insurance  tariff  for  jute  godown  and  press-houses  a discount  of  1 per- 
cent is  allowed  for  storage  of  jute  if  the  godown  is  situated  at  a 

2 

minimum  distance  of  75  feet  from  the  working  shed. 

Market  Information  and  Marketing  Research 

According  to  Alderson  one  of  the  most  important  marketing  functions 

O 

is  matching  and  sorting.  To  perform  this  function  efficiently  one 

must  have  market  information.  To  many  a businessman  market  information 

is  a one-way  communication,  his  telling  the  consumer  what  he  has  to 

offer.  But  market  information  is  a two-way  communication.  Expressed 

from  the  view  of  a marketing  organization  the  terms  'demand  and  supply' 

. 4 

may  be  designated  as  'opportunity  and  effort  . If  a marketing  executive 


^Kutcha  baler:  He  purchases  unassorted  fiber  from  farias  and 

beparis  and  occasionally  from  growers,  gradesit  according  to  prevailing 
trade  standards  and  packs  it  in  the  form  of  kutcha  bales  for  delivery 
to  mills  and  presses. 

o 

Government  of  Pakistan,  Ministry  of  Commerce,  Report  of  the  Jute 
Enquiry  Commission,  1960,  Karachi,  Manager  of  Publications,  1961,  p.  95. 

^Wroe  Alderson,  op , cit ■ , pp.  195-227. 

4Ibid. , p.  355. 
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does  not  know  what  opportunities  there  are,  he  cannot  know  the  direc- 
tion his  efforts  should  take. 

In  Pakistan  there  is  a paucity  of  market  data.  There  are  many 
reasons  for  this.  Data  on  many  important  economic  aspects  have  never 
been  collected.  As  late  as  1964,  the  Pakistan  National  Income  Commis- 
sion said: 

In  spite  of  considerable  importance  of  internal 
trade  in  the  national  economy,  no  systematic  study 
has  so  far  been  made  of  the  volume  of  goods  enter- 
ing into  trade  channels,  number  of  wholesalers  and 
retailers,  number  of  self-employed  persons  and  em- 
ployees in  trading  enterprises,  wholesale  and  retail 
margins,  changes  in  the  inventories  and  operating 
expenses  in  these  establishments.'1' 

Data  on  other  matters  like  agricultural  production,  population, 
imports,  exports,  wholesale  and  retail  prices  on  important  markets, 
and  so  forth,  are  collected  through  the  relevant  agencies  of  the  govern- 
ment. But  in  some  cases  they  are  not  systematically  analyzed  and  in 
other  cases  the  results  are  available  so  late  that  their  significance 
is  gone  by  the  time  they  are  made  public.  Paucity  of  trade  journals 
and  mass  illiteracy  also  play  a vital  role  in  this  respect.  One  of 
the  ways  to  get  market  information  is  through  market  research. 

Marketing  research,  which  has  recently  been  greatly  stimulated  by 
the  acceptance  of  marketing  concept  by  industries  in  the  West,  is  vir- 
tually unknown  in  Pakistan.  Some  Pakistani  manufacturers  and  traders 
consider  it  a waste  of  money,  an  attitude  they  have  also  for  advertis- 
ing. According  to  them,  both  marketing  research  and  advertising  only 
increase  the  cost  of  goods.  Though  some  manufacturers  and  traders 


^Government  of  Pakistan, 
Interim  Report,  1964,  p.  32. 


Pakistan  National  Income  Commission 
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understand  the  value  of  marketing  research  and  advertising  they  don't 
feel  strongly  about  them  for  the  time  being  since  their 's  is  a seller's 
market . 

A few  large  manufacturing  firms  in  Pakistan,  such  as  the  Pakistan 
Tobacco  Company,  The  Singer  Company,  and  The  Imperial  Chemical  Industries 
Corporation,  are  carrying  on  extensive  market  research.  Since  they 
are  proprietory  in  nature,  their  results  are  not  available  to  the  public. 
But  it  is  the  small  manufacturers  in  Pakistan  who  are  feeling  the  pinch 
of  competition  and  need  the  market  research  most.  If  the  small  firms 
are  unable  to  ascertain  their  own  marketing  problems  some  one  else, 
perhaps  the  universities  or  a government  organization,  must  do  it  on 
their  behalf. 


Chapter  Summary 

It  is  clear  from  the  previous  discussion  that  essential  marketing 
functions,  such  as  transportation,  storage,  grading  and  standardization, 
assembling,  demand  creation,  financing,  risk  bearing,  marketing  research 
and  market  information  are  not  efficiently  performed  in  Pakistan. 

Though  it  is  true  that  some  of  these  are  more  important  than  others  at 
the  present  stage  of  Pakistani  economic  growth  and  social  condition, 
still  they  are  all  necessary  for  efficient  marketing  and  must  be  per- 
formed to  the  needed  degree,  if  Pakistan  wants  to  achieve  economic 
growth  through  private  enterprise  or  market  system. 

Problems  that  stand  in  the  way  are  many-fold.  They  stem  from  lack 
of  proper  social,  institutional  and  organizational  development.  Some 
of  the  problems  are  macro  in  nature  and  their  solutions  are  beyond  the 


preview  of  individual  firms.  Hence  the  state  must  take  the  responsibil- 
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ity  to  solve  them.  Others  are  micro  in  nature  and  are  within  the 
reach  of  individual  firms.  In  such  cases  individual  firms  or  group  of 


firms  must  take  the  initiative  to  solve  them. 


CHAPTER  V 


MARKETING  CHANNELS  AND  INTERMEDIARIES  IN  PAKISTAN 

Although  the  marketing  functions  performed  and  the  methods  of 
operation  of  manufacturers  and  middlemen  are  far  different,  the  chan- 
nels of  distribution  in  Pakistan  are  similar  to  those  in  the  United 
States.  The  most  common  channel  for  the  products  of  large  manufactur- 
ers is  the  orthodox  manufacturer-wholesaler-retailer-consumer.  However, 
in  case  where  the  production  is  dispersed  among  many  small  firms,  which 
is  very  common  in  Pakistan,  a group  of  wholesalers  must  concentrate  the 
products  before  they  can  follow  the  usual  orthodox  channel . 

Channels  for  agricultural  products  are  also  similar  to  those  in 
the  United  States.  But  the  marketable  surplus  of  agricultural  products 
comes  from  a larger  number  of  small  farms  scattered  all  over  the  coun- 
tryside. Hence  a far  greater  number  of  intermediaries  intervene  in 
the  process  of  concentration. 

It  will  be  clear  from  the  subsequent  discussion  that  wholesalers 
play  a prominent  role  in  the  marketing  of  Pakistan.  Although  they  do 
not  undertake  the  usual  services  performed  by  their  counterpart  in  the 
United  States,  their  ’modus  operandi ' is  in  many  respects  similar  to 
that  of  the  wholesalers  in  the  States.  It  is  the  retailers  in  Pakistan 
who  differ  very  widely  in  respect  to  ownership,  organizational  struc- 
ture and  the  methods  of  operation  from  those  of  the  retailers  in  the 
United  States. 
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No  reliable  data  regarding  the  number  of  wholesalers  and  retailers 

in  Pakistan  are  available.  However,  the  1951  population  census  shows 

that  about  5 percent  (1,150,683)  of  the  civilian  labor  force  is  employed 

in  the  trade  and  commerce  of  Pakistan.1 2 3 4 5  No  separate  data  on  wholesale 

and  retail  trade  are  available.  Percentages  of  civilian  labor  force 

engaged  in  commerce  in  the  United  States,  United  Kingdom  and  Japan  in 

2 

1951  were  18.5,  14.1  and  11.5  , respectively.  A survey  carried  on  by 

the  Department  of  Manpower  and  Employment,  Pakistan,  1959-60  shows 

that  over  6 percent  (1,605,000)  of  the  civilian  labor  force  in  Pakistan 

is  engaged  in  retail  trade.  About  another  1 percent  (195,000)  is  en- 

3 

gaged  in  other  trade  and  commerce.  It  is  presumed  that  the  number  of 

persons  engaged  in  wholesale  and  retail  trade  has  steadily  increased 

since  then.  However,  persons  engaged  in  trade  and  commerce  come  to 

4 

about  20  percent  among  nonagricultural  labor  force  in  Pakistan.  More 
than  25  percent  of  the  new  jobs  to  be  created  under  the  Third  Five  Year 

5 

Plan  is  expected  to  be  in  the  trade  and  services  sectors.  Despite  a 

continuous  increase  in  the  number  of  persons  engaged  in  wholesale  and 

retail  trade  in  Pakistan  percentage  wise,  contribution  of  this  sector 

toward  Pakistan’s  GNP  has  only  increased  from  11.6  percent  in  1949-50 

6 

to  12  percent  in  1965-66. 


^Government  of  Pakistan,  Central  Statistical  Office,  Pakistan 
Statistical  Year  Book,  1964,  Karachi,  Manager  of  Publications,  1966,  p.23. 

2 

United  Nations,  Statistical  Year  Book,  1955,  New  York,  United 
Nations,  Table  6,  pp.  61-69. 

3 

Government  of  Pakistan,  Statistical  Year  Book,  1964,  p.  24. 

4 

Ibid , , pp.  23-24. 

5 

Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70).  p. 
^Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  103 


219. 
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Marketing  Channels 

From  the  very  beginning  of  marketing  study  the  attention  of  vari- 
ous authors  has  been  focussed  on  the  marketing  or  distribution  channels. 
As  early  as  1922  Clark  defined  channel  of  distribution  as  "the  course 
taken  in  the  transfer  of  title.  The  transfer  of  goods  may  or  may  not 
follow."'*'  Simultaneously  Converse  observed  that  "the  various  middlemen 
who  handle  an  article  between  the  producer  and  the  consumer  constitute 
the  trade  channel  or  route. There  was  a mention  of  the  channel  of 

distribution  in  the  book  authored  by  Maynard,  Weidler  and  Beckman  in 
3 

1927.  The  subsequent  edition  of  the  same  book  defines  it  as  follows: 

"The  course  taken  in  the  transfer  of  title  to  a commodity,  directly  or 

indirectly  (as  through  brokers  and  agents),  constitutes  channel  of 
..4 

distribution.  The  definition  adopted  by  Nystrom  for  Marketing  Hand- 
book reads:  "The  channel  of  distribution  for  a product  refers  to  the 

course  of  ownership  taken  in  the  transfer  of  title  to  it  as  it  moves 

• * 5 

from  manufacturer  to  final  consumer. 

In  the  erstwhile  definitions  stress  is  on  the  course  taken  in  the 
transfer  of  title  of  ownership.  But  the  definition  preferred  by  Vaile, 


■*"F.  E.  Clark,  Principles  of  Marketing.  New  York,  The  Macmillan 
Company,  1924,  p.  5. 

2 

P.  D.  Converse,  Marketing  Methods  and  Policies,  New  York,  Prentice- 
Hall,  Inc.,  1922,  p.  62. 

3 

H.  H.  Maynard,  W.  C.  Weidler  and  T.  N.  Beckman,  Principles  of 
Marketing.  New  York,  The  Ronald  Press  Company,  1927,  p.  31. 

4Ibid. . Fourth  Edition,  1946,  p.  33. 

5 

P.  H.  Nystrom,  Marketing  Handbook,  New  York,  The  Ronald  Press 
Company,  1948,  p.  219. 
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Grether  and  Cox  focusses  attention  on  marketing  flows.  "A  channel  of 
distribution  may  be  thought  of  as  the  combination  and  sequence  of 

111  A 

agencies  through  which  one  or  more  of  the  marketing  flows  move.  A 
typical  flow  may  be  forward  or  backward. 

The  Committee  on  Definitions  of  the  American  Marketing  Association 


defines  marketing  channel  as  the  structure  of  intra-company  organization 

units  and  extra-company  agents  and  dealers,  wholesale  and  retail, 

T | 2 

through  which  commodity  product  or  service  is  marketed.  In  this  def- 

3 

inition  and  the  one  advanced  by  McCarthy  emphasis  has  shifted  to  the 

structure  and  sequence  of  marketing  departments  and  middlemen  involved 

in  the  marketing  of  goods  and  services.  So  far  only  the  vertical  aspect 

of  the  marketing  channel  has  been  emphasized.  Recently  Beckman  and 

Davidson  have  drawn  attention  to  the  horizontal  (parallel)  aspect  of 

, 4 

the  marketing  channel. 

For  the  purpose  of  the  present  study  a marketing  channel  has  been 
conceived  of  as  the  sequence  of  middlemen  involved  in  the  process  of 
transfer  of  title  to  a product  from  the  producer  to  the  ultimate  con- 
sumer or  user.  Only  the  so-called  vertical  aspect  has  been  considered. 

The  purpose  of  this  section  is:  (1)  to  examine  how  the  ownership 

of  goods  moves  from  the  producers  to  the  ultimate  consumers  or  users; 


1R.  S.  Vaile,  E.  T.  Grether  and  Ravis  Cox,  Marketing  in  the  Amer- 
ican Economy,  New  York,  The  Ronald  Press  Company,  1952,  p.  121. 

O 

Ralph  S.  Alexander,  op . cit . , p.  10. 

3E.  J.  McCarthy,  Basic  Marketing:  A Managerial  Approach,  Homewood, 

Illinois,  Richard  D.  Irwin,  Inc.,  Revised  Edition,  1964,  p.  448. 

4T.  N.  Beckman  and  W.  R.  Davidson,  Marketing,  New  York,  The  Ronald 
Press  Company,  Eighth  Edition,  1967,  pp.  234-35. 
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(2)  to  examine  the  types  of  marketing  intermediaries  that  constitute 
the  marketing  channels  of  various  kinds  of  products;  (3)  to  examine 
functions  performed  by  the  various  middlemen  at  different  levels;  and 
(4)  to  explain  how  the  production,  marketing  and  consumption  character- 
istics of  a product  affect  the  particular  marketing  channel  and  the 
functions  performed  by  intermediaries. 

To  keep  the  enquiry  to  a manageable  size,  marketing  channels  of 
only  three  commodities  - rice,  jute  and  cotton  textiles  - will  be 
traced.  They  have  been  selected  for  their  overall  significance  in  the 
economy  of  Pakistan.  Each  of  them  has  great  influence  in  shaping  the 
standard  of  living  of  Pakistan.  Marketing  channels  of  these  three 
commodities  typify  the  channels  for  the  major  commodity  categories  - 
food  products,  industrial  raw  materials  and  manufactured  consumer  goods 
in  Pakistan. 

Marketing  Channel  for  Rice 
Economic  importance 

In  terms  of  area  under  cultivation,  production,  and  contribution 

to  the  national  income,  rice  is  the  most  important  crop.  For  about  56 

percent  of  the  population,  mainly  in  East  Pakistan,  rice  is  the  staple 

food.  Fifty-five  percent  of  acreage,  devoted  to  food  crops,  is  under 

rice  cultivation  and  it  accounts  for  about  65  percent  of  the  total 

production  of  food  crops  in  Pakistan.  During  1960-65,  on  the  average, 

acreage  used  for  production  and  output  of  rice  was  25  million  acres 

1 

and  10.8  million  tons,  respectively. 


■'-Government  of  Pakistan,  Pakistan  Basic  Facts,  pp.  20-25. 
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In  Pakistan,  on  the  average,  62.2  percent  of  consumption  expendi- 
ture is  spent  on  food.  Of  the  food  items,  cereals  account  for  51.7 
percent,  rice  alone  for  30.3  percent. 

Ninety  percent  of  the  rice  output  of  Pakistan  comes  from  East 
Pakistan,  of  which  about  30  percent  enters  the  marketing  channel.  The 
rest  is  retained  by  the  growers  for  family  consumption,  seeds  and  barter 
deals.  East  Pakistan  is  deficient  in  food  production.  This  deficit  is 
met  by  importing  rice  from  West  Pakistan  or  wheat  from  abroad.  None- 
theless, East  Pakistan  exports  a small  quantity  of  finer  variety  of 
rice . 

Rice  is  grown  as  a cash  crop  in  West  Pakistan.  Only  a small  por 
tion  of  it  is  retained  by  the  growers  for  seeds  and  family  consumption. 
The  rest  is  offered  for  sale.  The  bulk  of  it  is  transferred  to  East 
Pakistan  but  a sizable  quantity  of  it,  the  finer  variety,  is  exported. 
The  quantity  of  rice  exported  from  East  and  West  Pakistan  is  about  1 
percent  of  the  total  output. 

Hundreds  of  varieties  of  rice  are  grown  in  Pakistan  but  for  general 
purposes  they  are  broadly  classified  into  three  major  grades:  fine, 
medium  and  coarse.  Though  no  systematic  data  on  the  respective  produc 
tion  figure  are  available, it  can  be  presumed  from  the  unrelated  data 
that  production  of  the  finer  variety  may  not  be  very  big.  It  is  a 
common  practice  with  the  farmer  to  retain  the  coarser  variety  for  his 
own  consumption  and  offer  the  medium  and  finer  varieties,  which  will 


Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan:  Household  Income  and  Expenditure, 

(July,  1963  to  June  1964),  pp.  55-57. 
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bring  him  better  cash  return,  for  sale.  As  a result  the  bulk  of  rice 
brought  to  market  is  of  medium  grade. 

There  are  wide  price  variations  among  different  grades  of  rice, 
and  both  farmers  and  dealers  can  identify  the  grade.  Farmers  always 
receive  a higher  price  for  a better  grade;  though  this  price  differen- 
tial may  not  reflect  the  true  price  differential  prevailing  in  the 
’terminal1'1'  or  world  markets. 

Primary  market 

2 

At  the  'primary  market',  where  the  farmers  generally  bring  rice 
for  sale,  the  most  important  middlemen  are  the  beparis  and  farias. 

Some  beparis  and  farias  buy  rice  from  the  growers ' home  in  the  villages. 
A considerable  amount  of  rice  is  bought  directly  by  the  consumers  from 
the  farmers  either  in  the  primary  markets  or  at  their  homestead.  Small 
farias,  locally  called  'tarias',  buy  rice  in  the  local  markets  or- at 
the  grower's  home  and  sell  it  directly  to  consumers  or  other  beparis 
and  farias.  The  beparis  or  farias  operate  either  on  their  own  account 
or  with  advances  from  arathdars,  on  whose  behalf  they  work  on  commis- 
sion. Loans  from  organized  banks  are  unknown  at  this  stage.  They  have 
no  fixed  place  of  business  and  generally  move  from  market  to  market  on 
boats.  These  boats  serve  both  as  a means  of  transport  and  storage  for 
rice.  Other  means  of  transport  used  in  the  primary  markets  are  human 


■'■Terminal  Market:  A market  where  the  produce  is  either  finally 

disposed  of  to  consumer  or  mill's  agent  or 
processor  or  disposed  for  shipment  to  foreign 
countries . 

2 

Primary  Market:  A market  which  sits  in  a village,  normally  at  a 

water  front  or  road  junction,  once  or  twice  a 
week,  and  where  farmers  bring  their  produce  for 
sale.  It  is  commonly  known  as  hat. 


139 


headloads,  pack  animals  and  bullock  carts.  After  the  boats  are  filled 
or  funds  exhausted  they  move  to  a 'secondary  market1'1'  for  disposal 
through  an  arathdar . 

Secondary  market 

An  arathdar  (commission  agent)  is  an  important  link  in  the  market- 
ing of  rice.  He  may  operate  on  his  own  or,  as  is  common,  act  as  an 
agent  for  wholesalers  and/or  beparis  and  f arias.  He  has  a fixed  place 
of  operation  and  is  usually  in  possession  of  a godown  for  temporary 
storage  of  rice.  In  addition,  he  may  provide  free  nightly  accommoda- 
tion and  food  to  the  farias  and  beparis  and  the  agents  of  the  whole- 
salers in  a place  where  no  residential  accommodation  is  available. 
However,  the  storage  facility  provided  by  him  may  not  be  very  satisfac- 
tory. Occasionally  he  gives  short-term  advances  to  beparis  and  farias 
for  which  he  charges  no  interest.  In  turn  he  may  also  receive  some 
advances  from  his  superior  intermediaries. 

Commission,  which  ranges  from  0.5  to  1 percent,  depending  upon  the 
volume,  is  the  main  source  of  his  income.  He  also  receives  rent  for 
the  storage  accommodation  he  provides.  He  can  operate  on  a small 
margin  because  of  low  operating  costs  and  large  volume.  Functionaries 
such  as  dalals  (brokers),  kayals  (weighmen),  and  palladars  (loading  and 
unloading  assistants),  who  cannot  exactly  be  termed  as  intermediaries, 
also  operate  in  the  secondary  markets  and  receive  nominal  fees. 
Wholesalers 

A wholesaler  generally  operates  at  a terminal  market.  He  owns  a 


Secondary  Market:  A secondary  market  is  situated  in  an  assembling 

or  distribution  point,  where  transactions  take 
place  among  intermediaries  themselves. 
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warehouse,  where  he  stocks  rice  to  be  distributed  to  the  home  consumers 
through  small  or  sub-wholesalers  and  retailers  or  to  be  exported  abroad 
through  some  licensed  exporters.  He  very  often  buys  huge  quantities 
of  rice  during  the  major  rice  harvesting  season  so  as  to  make  it  avail- 
able during  the  off-season.  In  this  manner  he  performs  a major  market- 
ing function  which  is  called  equalization.  However,  storage  accommo- 
dations available  to  him  are  not  always  satisfactory.  Loss  of  consid- 
erable amount  of  rice  due  to  unsatisfactory  storage  conditions  is  a 
common  feature.  Because  of  unsatisfactory  storage  location  it  may  not 
be  possible  for  him  to  obtain  fire  insurance,  except  at  a very  high 
premium. 

A wholesaler  is  generally  a man  of  means,  and  in  addition  he  may 
obtain  loans  from  commercial  banks  and  other  sources.  Sometimes  he 
extends  some  very  short-term  credit  to  his  customers.  He  has  some 
transport  facilities  available  to  him  which  may  vary  from  bullock  carts 
and  country  boats  to  motor  trucks,  depending  upon  the  locality  of  his 
operation.  However,  he  generally  provides  no  transport  services  to 
his  customers.  A wholesaler  of  rice  does  not  advertise  and  does  very 
little  store  display.  He  has  no  traveling  salesman  to  secure  orders. 
He  usually  employs  some  sales  personnel  who  work  behind  the  counter  to 
receive  indent  and  deliver  rice. 

In  Pakistan  retailing  of  rice  is  carried  on  by  a large  number  of 
'Poppa-and-Momma'  type  small  stores.  They  operate  with  meagre  capital 
and  cannot  buy  directly  from  the  big  wholesalers.  Moreover,  a large 
wholesaler  operates  only  in  an  important  distribution  center.  There- 
fore, there  exists  a large  number  of  small  wholesalers  throughout  the 
country,  who  bridge  the  gap  between  the  big  wholesaler  on  the  one  hand 
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and  a large  number  of  scattered  small  retailers  on  the  other.  It  is 
not  uncommon  to  have  three  or  four  sub-wholesalers  to  intervene  a big 
wholesaler  and  the  retailers.  A sub-wholesaler's  function  is  simi- 
lar to  that  of  a large  wholesaler,  except  that  he  operates  on  a smaller 
scale.  A sub-wholesaler  generally  carries  a full  line  of  groceries. 
Retailers 

A retailer  in  rice  is  generally  a full  line  grocer.  He  may  be  a 
village  grocer,  an  itinerant  dealer,  operating  in  a village  market,  a 
neighborhood  store  in  an  urban  residential  area  or  a store  in  a munic- 
ipal market.  He  operates  with  his  own  funds  or  with  advances  from  some 
of  his  relatives.  He  may  receive  some  credit  from  his  supplier,  nor- 
mally for  a week.  Retailers  operating  in  a village  market  or  a munic- 
ipal market  and  the  itinerant  retailers  do  not  generally  extend  any 
credit  to  customers.  But  a village  grocer  or  a neighborhood  store  in 
an  urban  area  may  make  some  credit  sales  to  their  trusted  neighbors. 
Marketing  channel  for  rice  in  West  Pakistan 

In  West  Pakistan  farmers  sell  rice  to  'beoparis'1  (local  dealers). 

2 

The  beoparis  then  carry  rice  to  a secondary  market  called  'mandi ' . 

Q 

In  this  market  a kutcha  'arhatiya'  acts  as  a commission  agent.  Buyers 
are  either  representatives  of  the  state  procurement  agency  or  pucca 
arhatiyas  (licensed  private  dealers).  The  state  procurement  agency 
and  the  pucca  arhatiyas  export  rice  either  to  East  Pakistan  or  to  a 
foreign  country.  Means  of  transport  in  the  primary  markets  are  human 


^Beoparis:  A counterpart  of  beparis  and  farias  in  East  Pakistan. 

2Mandi:  Market  place  where  products  are  disposed  in  lots. 

^Arhatiya:  A counterpart  of  arathdar  in  East  Pakistan. 
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headloads,  pack  animals  or  camel  carts,  similar  to  those  used  in  East 
Pakistan.  However,  starting  from  secondary  markets  rail  and  motor 
transports  are  available  for  the  movement  of  rice. 

State  trading  in  rice 

In  1943,  the  Government  of  Bengal  took  over  imports  and  indigenous 

1 

procurement  of  rice  from  the  private  traders  as  a wartime  measure. 

The  Government  of  Pakistan  inherited  it  in  1947  and  continued  until  the 
middle  of  I9601 2  so  that  rice  could  be  available  at  a fair  price,  espe- 
cially to  the  newly  growing  city  and  industrial  population.  A compul 
sory  levy  of  rice  from  big  farmers  was  practiced.  Prices  fixed  were 
invariably  below  market  rates.  Under  this  system  farmers  lose  their 
incentive  to  increase  production.  However,  from  about  the  middle  of 
1960  the  system  of  compulsory  levy  was  abolished.  Import  of  rice,  mainly 
from  West  Pakistan,  is  still  done  on  government  account,  but  indigenous 
procurement  by  the  government  agency  is  made  from  the  open  market  at 
the  competitive  price.  This  rice  is  used  to  build  up  stocks  to  meet 
any  unforeseen  shortage  or  increase  in  prices  above  a reasonable  level. 
For  preserving  rice  and  wheat  stock  the  Government  of  Pakistan  together 
with  the  two  provincial  governments  have  built  concrete  warehouses  at 
important  centers  of  East  and  West  Pakistan.  In  1965  the  capacity  of 
such  stores  was  1,591,000  tons.  Provisions  have  been  made  to  raise 

3 

the  capacity  to  2,046,000  tons  under  The  Third  Five  Year  Plan. 


1A.  Faruk,  "State  in  Relation  to  Rice  Marketing  in  East  Bengal," 
Pakistan  Economic  Journal,  Vol . IV,  No.  3,  November,  1954,  p.  331. 

^United  Nations,  Economic  Commission  for  the  Asia  and  the  Far 
East,  State  Trading  in  Countries  of  the  Asia  and  the  Far  East  Region, 
New  York,  United  Nations,  1964,  p.  27. 


Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  426 
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Standard  trade  practices 

At  primary,  secondary  and  retailing  levels  the  basis  of  the  buying 
contract  is  inspection  and  the  principle  of  caveat-emptor  (buyer-be- 
aware)  is  followed.  Prices  are  fixed  by  open  bargaining.  Rice  is  sold 
loose  and  no  standard  packages  are  used.  Standards  of  weights  used  may 
vary  from  market  to  market.  At  wholesale  level  the  buying  contract  is 
reached  through  inspection  of  sample.  At  this  level  it  is  sold  in  bags 
containing  two  standard  maunds  of  rice.  Selling  by  description  of 
grade  is  followed  only  in  the  export  market. 

Figure  3 shows  the  marketing  channel  of  rice  in  Pakistan. 

Marketing  Channel  for  Jute 
Economic  importance 

Jute  is  the  second  most  important  industrial  fiber  of  the  world, 
natural  or  artificial.'1 * *'  It  is  the  most  important  cash  crop  of  Pakistan. 
It  is  grown  in  East  Pakistan  where  the  economy  is  heavily  dependent  on 
it.  Jute  is  not  grown  in  West  Pakistan.  About  two  million  acres  of 
land  are  devoted  to  its  cultivation.  Annual  output  of  jute  is  over  a 
million  tons.  "The  cultivation,  marketing  and  manufacture  of  jute 

q 

offer  employment  to  millions  of  people.  Out  of  83  'Lakhs'  rural  fami- 
lies in  the  province,  at  least  50  lakh  families  are  directly  concerned 
with  the  cultivation  of  jute."4  Jute  is  the  best  foreign  exchange 


■'‘United  Nations,  Food  and  Agricultural  Organization,  Jute:  A Survey 
of  Markets,  Manufacturing  and  Production,  1957,  p.  1. 

O 

Government  of  Pakistan,  Pakistan  Basic  Facts,  pp . 28-29. 

Q 

Lakh.  One  hundred  thousand. 

4 

Government  of  Pakistan,  Report  of  the  Jute  Enquiry  Commission, 

1960,  p.  17. 
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Fig.  3, — Marketing  channel  for  rice  in  Pakistan, 
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earner  for  Pakistan.  Export  of  raw  jute  and  jute  manufactures  contrib- 
uted on  the  average  about  52  percent  of  the  value  of  Pakistan's  export 
during  the  period  1951-52  to  1965-66. 1 

Jute  textile  industry  is  the  second  largest  manufacturing  industry 

in  Pakistan.  It  accounts  for  5.34  percent  employment  and  11  percent 

2 

output  of  all  manufacturing  industries  in  Pakistan. 

The  demand  for  jute  is  a derived  demand.  It  arises  out  of  the 

demand  for  container  and  packaging  services  and  for  other  industrial 

uses  of  jute.  At  the  present  80  percent  of  the  fiber  goes  to  packaging 

3 

service  and  about  20  percent  goes  to  non-packing  uses.  A very  small 

quantity  of  jute  is  retained  by  the  growers  for  domestic  use.  Twenty- 

seven  percent  is  processed  in  Pakistani  jute  mills  and  the  rest  is 
4 

exported.  In  1958-59  jute  was  exported  to  49  countries,  the  United 

Kingdom  heading  the  list.  India  was  the  second  largest  importer  but 

its  importance  has  recently  been  minimized  as  India  has  reached  near 

self-sufficiency  in  production  of  jute.  "Belgium,  France,  West  Germany 

"5 

and  the  United  States  are  other  big  buyers  of  Pakistan  jute. 

Primary  market 

At  the  primary  market  level  the  organization  is  similar  to  that 
of  rice  marketing.  There  are  1,469  primary  and  261  secondary  jute 


^Government  of  Pakistan,  Pakistan  Basic  Facts,  pp.  73-75. 

O 

Government  of  Pakistan,  Census  of  Manufacturing  Industries,  1959- 
60,  PP.  3,  5. 

^United  Nations,  Jute:  A Survey  of  Markets.  Manufacturing  and 
Production,  p . 5 . 

4A.  R.  Khan,  "Problems  of  Jute  Marketing  in  East  Pakistan,"  The 
Pakistan  Development  Review,  Vol.  I,  No.  2,  Autumn,  1961,  p.  80. 

^Government  of  Pakistan,  Report  of  the  Jute  Enquiry  Commission,  p. 


115. 
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markets  in  East  Pakistan.  There  are  44,230^  licensed  intermediaries, 

2 

41,392  beparis  and  farias,  484  arathdars,  808  dalals  and  1,546  kutcha 

balers,  operating  at  primary  and  secondary  markets.^  "in  primary 

markets  weekly  assemblage  is  below  500  maunds  and  in  a secondary  market 

, ,4 

it  is  above  5,000  maunds. 

The  means  of  transport  at  primary  markets  are  human  headloads, 

pack  animals,  bullock  carts  and  country  boats,  similar  to  those  used 

for  transporting  rice.  The  beparis  and  farias  store  jute  either  at 

their  homes  or  in  the  boats,  which  are  also  used  for  transporting  jute. 

Arathdars  provide  temporary  storage  accommodation  at  secondary  markets. 

Growers  and  the  primary  intermediaries  know  only  the  broad  quality 

characteristics  of  jute.  Proper  grading  is  done  either  at  kutcha  or 

'pucca  baler  level.  The  primary  intermediaries  are  mostly  self- 

financed.  No  bank  credit  is  available  at  this  stage  and  no  insurance 

of  risk  is  possible.  In  different  primary  and  secondary  markets  one 

6 

seer  may  vary  from  60  tolas  to  85  tolas.  Malpractices  like  watering 
of  jute  and  adulteration  of  quality  are  sometimes  practiced  by  some 
unscrupulous  beparis  and  arathdars.  Prices  are  generally  fixed  through 
bargaining.  However,  fixing  of  price  under  cover  is  still  in  vogue  in 


■4957-58  figure, 
o 

Dalai:  Broker  (The  term  dalal  is  used  to  distinguish  him  from  a 

broker  who  operates  in  secondary  and  terminal  markets) . 

3 

Research  Team,  op . cit . , p.  26. 

4 Ibid , , p.  148. 

4ucca  Baler:  Explained  later  on. 

4 . R.  Khan,  op , cit , , p.  83. 
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certain  areas.  To  a primary  intermediary  the  important  source  of 
information  is  the  fellow  traders  and  higher  intermediaries.  However, 
with  the  increased  radio  coverage  the  growers  and  the  primary  interme- 
diaries will  be  able  to  get  more  information  concerning  prevailing 

market  rates  at  important  wholesale  centers.  A primary  intermediary, 

1 

on  the  average,  receives  a 5 percent  gross  margin  for  his  job.  This 
includes  his  payments  for  transport  and  commission  to  arathdars . 

Secondary  market 

The  function  of  an  arathdar  in  jute  marketing  is  similar  to  that 
of  his  counterpart  in  the  marketing  of  rice.  Harvesting  season  for 
the  major  rice  crop  being  different  from  that  of  jute,  the  same  arathdar 
may  trade  in  both  crops  in  the  two  different  seasons.  A kutcha  baler, 
who  is  next  in  line,  operates  at  a secondary  market.  He  buys  loose  jute, 
mostly  from  the  beparis  and  farias,  through  brokers  and  for  the  first 
time  classifies  it  in  recognized  commercial  grades  and  packs  according 
to  accepted  trade  standards.  He  makes  cash  purchases  or  buys  with 
promise  to  pay  after  receiving  payments  from  the  pucca  balers  or  local 
mills,  to  whom  he  sells.  His  dealings  with  a pucca  baler  or  a local 
mill  may  be  ready  transactions  or  forward  sales.  A forward  transaction 
is  governed  by  the  rules  of  Pakistan  Jute  Association  (PJA)  or  Pakistan 
Jute  Mills  Association  (PJMA) . In  case  of  a default  the  defaulting 
party  is  liable  to  pay  the  market  difference. 

A kutcha  baler  on  the  average  handles  over  5,000  maunds  of  jute 

2 

annually.  His  gross  margin  is  9 percent.  This  includes  the  commission 


^A.  R.  Khan,  op . cit . . 
2Ibid . , pp.  80,  82. 


p.  82. 
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he  pays  to  brokers.  He  generally  buys  insurance  for  jute  while  it 
remains  in  his  store.  But  normally  he  pays  a higher  premium  rate  be- 
cause of  unsatisfactory  storage  location.  Relatively  greater  amount 
of  bank  credit  is  available  to  him.  He  generally  uses  railways  and 
motor  vehicles  for  forwarding  of  jute. 

Terminal  market 

Above  the  kutcha  balers  are  lit)1 2  highly  organized  pucca  baling 
and  shipping  firms  which  are  the  last  intermediary  in  the  marketing 
channel  of  jute  within  the  country.  They  operate  in  the  three  terminal 
markets,  Chittagong,  Khulna  and  Narayanganj,  from  which  jute  is  finally 
transported  to  foreign  countries  or  to  Pakistani  jute  mills,  most  of 
which  are  located  around  these  three  centers.  A pucca  baler  buys 
assorted  jute  from  kutcha  balers  through  brokers  or  unassorted  jute 
from  beparis  and  farias  through  buying  agents,  makes  another  check  on 
the  grade  or  grades  it  according  to  prevailing  trade  standards  and  bales 
it  in  a hydraulic  press  to  a dimension  of  10.5  cubic  feet,  and  weighing 
400  pounds.  If  he  has  a shipper's  license  he  exports  it  himself  other- 
wise he  sells  it  to  a shipper  for  export.  A pucca  baler,  who  also  acts 

as  a shipper,  receives  a 14  percent  gross  margin,  which  includes  his 

2 

payments  to  brokers  who  act  as  buying  and  selling  agents  for  him. 

He  uses  modern  method  of  transport,  has  better  warehouse  provisions 
and  buys  insurance  at  the  usual  rate.  He  can  always  rely  on  bank  loans 
and  conducts  both  spot  and  forward  transactions. 


11957-58  figure. 

2A.  R.  Khan,  op . cit . , p.  82. 
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In  addition  there  are  161  brokers,  who  operate  in  the  secondary 

and  terminal  markets.  Included  among  them  are  some  foreign  brokers, 

with  their  offices  mostly  at  Narayanganj,  who  help  the  shippers  in 

contacting  the  buyers  abroad.  Final  link  in  the  marketing  channel  of 

jute  is  the  14  Pakistani  jute  mills  and  73  foreign  buyers  or  buyers' 

2 

associations . 

Figure  4 shows  the  marketing  channel  of  jute  in  Pakistan. 

Marketing  Channel  for  Cotton  Textiles 
Economic  importance 

The  cotton  textile  industry,  which  has  been  developed  almost 
entirely  by  private  enterprises,  is  by  far  the  largest  industry  in 
Pakistan.  The  amount  of  capital  invested  in  this  industry  is  Rs.  820 

3 

million.  It  accounts  for  25  percent  of  the  employment  (218,612  workers) 

4 

and  36  percent  of  the  output  of  all  manufacturing  industries.  It  is 

one  of  the  fast  growing  industries  in  Pakistan.  Although  38  percent  of 

the  supply  of  cotton  (54.5  percent  long  staple  American  variety)  used 

to  come  from  the  Pakistan  area,  her  share  of  the  cotton  industry  in 

5 

preindependence  days  was  negligible.  At  the  time  of  partition  there 
were  only  18  cotton  textile  mills,  nine  each  in  East  and  West  Pakistan. 


11957-58  figure. 

2 

Research  Team,  op , cit . , p.  33  (1957-58  figure). 

3 

Industrial  Development  Bank  of  Pakistan,  op,  cit.,  p.  1. 

4 

Government  of  Pakistan,  Census  of  Manufacturing  Industries, 
60,  pp.  3,  5. 


C.  N.  Vakil,  op.  cit. 


p.  254. 


1959- 
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Fig.  4 . — Marketing  channel  for  jute  in  Pakistan. 
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Pakistan  inherited  1.6  percent  (177,000)  of  spindles  and  2.3  percent 

(4,800)  of  loom  capacities  and  accounted  for  the  production  of  2.3 

percent  (29.88  million  pounds)  of  cotton  yarn  and  1.5  percent  (88.06 

million  yards)  cotton  cloth  in  undivided  India,  Per  capita  production 

of  cotton  cloth  was  only  1.1  yards. ^ 

In  1965  the  number  of  cotton  textile  mills  increased  to  141.  They 

o 

were  distributed  46  in  East  Pakistan  and  95  in  West  Pakistan.  Number 
of  looms  increased  to  37,000  (5,000  in  East  Pakistan  and  32,000  in  West 
Pakistan)  and  that  of  spindles  to  2.56  million,  0.61  and  1.95  million 

O 

in  East  and  West  Pakistan,  respectively.  At  the  same  time  production 
of  cotton  yarn  rose  to  504  million  pounds  and  that  of  cotton  cloth  to 

4 

719  million  yards.  In  1951-52  Pakistan  imported  cotton  manufactures 
worth  Rs.  625  million,  whereas  in  1964-65  exported  cotton  manufactures 

5 

to  the  extent  of  Rs . 272  million  (50  million  pounds  of  yarn  and  150 
million  yards  of  30  million  pounds  of  cloth)  . 

Cotton  textile  mills  do  not  supply  all  the  cotton  cloth  available 
in  Pakistan.  A substantial  portion  comes  from  handlooms . Formerly 
weavers  (usually  female  members  of  the  weaving  families)  spun  their 
own  yarn  on  spinning  wheels.  Recently  they  depend  largely  on  cotton 
mills  for  the  supply  of  yarn.  Myrdal  designated  handloom  industry  of 


^Industrial  Development  Bank  of  Pakistan,  op . cit . , pp.  4-5. 

^Ibid. , p . 1 . 

^Government  of  Pakistan,  The  Third  Five  Year  Plan  (1965-70),  p.  463. 

4Government  of  Pakistan,  Pakistan  Basic  Facts,  p.  45.  (Production 
of  1965  was  lower  than  that  of  1964  because  a number  of  mills  could  not 
work  to  full  capacity  during  the  undeclared  Indo-Pakistan  war.) 

5Ibid. , p.  77. 
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Pakistan  as  "the  largest  and  most  important  of  the  traditional  cottage 
industries.  There  are  said  to  be  400,000  handlooms,  more  than 

300,000  of  them  currently  in  operation,  providing  employment  to  400,000 
workers  and  offering  a livelihood  to  2,000,000  persons.  Around  a fifth 
of  the  looms  are  found  in  cottages,  where  they  are  operated  on  a part- 
time  basis,  weaving  cloth  for  family  and  village  use.  Four-fifths  are 
grouped  in  factories,  some  of  them  employing  hundreds  of  workers  on 
hundreds  of  looms,  differing  from  other  factories  only  in  their  use  of 
human  rather  than  non-human  power."* 2 3  At  the  time  of  partition  the 
number  of  handlooms  in  Pakistan  was  only  about  100,000.  Though  growth 
had  been  more  spectacular  in  the  commercial  segment,  it  is  the  cottage 
industry  which  seems  to  be  more  viable  in  the  long  run.  The  cottage 
weaver  in  the  village  provides  his  own  labor  (whose  opportunity  cost  is 
practically  nil)  and  has  little  overhead  expense.  It  is  estimated 
that  by  1970  around  970  million  yards  of  cotton  cloth  will  be  supplied 

3 

by  handlooms . 

In  1964-65  per  capita  consumption  of  cotton  cloth  in  Pakistan  was 
estimated  at  14  yards.  The  domestic  consumption  is  projected  to  in- 
crease to  about  18  yards  per  capita  by  1969-70.  This  means  that  2,290 
million  yards  of  cloth  will  be  required  for  domestic  consumption. 


■'■Gunner  Myrdal,  Asian  Drama:  An  Inquiry  into  the  Poverty  of 

Nations,  New  York,  Pantheon  (A  Division  of  Random  House),  1968,  Vol . II, 
p.  1229. 

2 

Government  of  Pakistan,  The  First  Five  Year  Plan,  (1955-60),  Vol. 
II,  p.  314. 

3 

Government  of  Pakistan,  The  Third  Five  Year  Plan,  (1965-70) , pp.  46 
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Provision  has  been  made  in  the  Third  Plan  to  double  the  export  capacity 
of  yarn  and  cloth.  To  achieve  this  the  Plan  provides  an  increase  in 
the  spindle  and  loomage  capacities  of  cotton  textile  mills  to  4 million 
and  55,000,  respectively.'1 2 3' 

Although  clothing  and  footwear  is  the  third  item  in  the  family 

consumption  expenditure  of  Pakistan,  considering  it  from  a marketing 

point  of  view  it  is  only  second  to  food,  because  household  operation 

which  occupies  the  second  position  includes  house  rent  as  its  major 

item,  which  is  largely  an  imputed  item.  Of  the  expenditure  for  clothing 

2 

and  footwear  about  85  percent  is  spent  on  clothing  alone. 

Some  of  the  cotton  textile  mills  specialize  in  the  manufacture 
of  yarn  while  others  specialize  in  weaving.  The  larger  ones  produce 
both.  Since  most  of  the  population  demands  medium  and  coarser  varieties 
of  cloth,  most  of  the  cloth  manufactured  in  Pakistan  is  of  these  two 
varieties.  Finer  variety  is  demanded  in  urban  markets  and  for  export. 

The  supply  coming  from  handlooms  may  also  be  divided  into  three  distinct 
categories:  (1)  the  coarser  variety  made  by  the  village  weavers  for  the 
local  markets;  (2)  specialized  fabrics  which  are  in  substantial  demand 
both  in  the  domestic  and  foreign  markets;  and  (3)  standard  cloth  supplied 

3 

by  the  commercial  sector  of  handloom  industry.  Described  from  the 
standpoint  of  shopping  characteristics,  cotton  textile  products  sold  in 
Pakistan  fall  under  all  the  three  categories:  (1)  convenience,  (2) 
shopping  goods  and  (3)  speciality  goods. 


■''Government  of  Pakistan,  The  Third  Five  Year  Plan,  (1965-70).  p.  463. 

2 

Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan:  Household  Income  and  Expenditure  (July, 
1963  to  June,  1964),  pp . 55,  59. 

3Government  of  Pakistan,  The  Second  Five  Year  Plan,  (1960-65),  p.  237. 
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Manufacturing  mills 

When  the  supply  of  cloth  is  inadequate  in  relation  to  demand,  and 
consumers  are  neither  critical  nor  hesitant  in  their  purchases,  manu- 
facturers pay  less  attention  to  marketing,  since  no  marketing  problems 
are  present.  Assured  of  ready  markets,  all  they  had  to  do  was  to  book 
orders  from  middlemen  and  concentrate  on  production.  This  was  the 
position  of  cotton  textile  manufacturers  in  Pakistan  in  the  early  years 
of  independence.  Though  the  situation  has  changed  the  manufacturers 
have  not.  Only  a few  of  the  larger  textile  mills  maintain  selling 
departments.  They  also  do  some  advertising  through  newspapers,  journals, 
roadside  posters,  car  cards  and  at  the  local  cinema  houses  and  retain 
traveling  salesmen.  A few  of  them  have  their  own  retail  stores,  mainly 
to  popularize  newly  introduced  items.  To  avoid  competition  with  their 
own  customers,  manufacturers'  retail  stores  do  not  sell  at  prices  lower 
than  the  prevalent  retail  prices. 

Wholesalers 

Most  of  the  mills  dispose  of  cloth  through  selling  agents.  The 
smaller  mills  generally  sell  through  sole  selling  agents;  whereas  the 
larger  ones  use  territorial  agents.  Some  large  manufacturers  also 
deal  directly  with  the  wholesale  merchants.  Some  large  manufacturers 
maintain  their  own  sales  depots  at  important  centers  from  which  they 
sell  directly  to  ready-made  garment  stores  or  institutional  buyers. 

Army,  navy,  air  force,  police  and  hospitals  are  the  usual  institutional 
buyers.  Some  of  the  large  mills  with  export  license,  sell  directly  to 
foreign  buyers,  whereas  others  do  it  through  exporters. 

Central  wholesale  markets  for  cotton  textiles  are  invariably  situ- 


ated in  the  cities  where  the  mills  are  located.  Similar  to  the  situation 
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in  other  countries,  the  center  of  wholesale  activities  of  the  cotton 
piece  goods  in  Pakistan  is  also  located  at  a greater  distance  from  each 
other  than  those  of  the  agricultural  products.  Though  fewer  in  number 
compared  to  the  distribution  of  agricultural  products,  there  are  many 
sub-wholesalers  in  the  distribution  of  cotton  piece  goods  to  bridge 
the  gap  between  national  and  territorial  wholesalers  on  the  one  hand 
and  small  yard  goods  stores  and  itinerant  traders  on  the  other.  Big 
wholesalers  generally  undertake  limited  advertising  but  small  whole- 
salers usually  do  not. 

Retailers 

Ready-made  clothing  is  not  popular  in  Pakistan.  Simple  dresses 

are  generally  made  at  home  by  the  women  of  the  family.  For  complicated 

and  formal  dresses  the  services  of  professional  tailors  at  moderate 

charge  are  always  available.  In  East  Pakistan  women  wear  'saris'1 2 3,  and 

2 

menfolk  use  'lungis'  as  nightwear,  which  require  very  little  tailoring. 
More  than  20  percent  of  the  population  of  East  Pakistan  are  Hindus. 

O 

Their  usual  dress  is  'dhuti'  which  requires  no  tailoring.  In  addi- 
tion cotton  fabrics  used  as  bed  sheets,  bed  spreads,  table  cloths, 
curtains,  etc.,  need  very  little  tailoring.  For  these  reasons  cloth 
shops  (yard  goods  stores)  are  the  usual  outlet  for  cotton  cloth  in 


Sari:  Principal  outer  garment  of  women  of  certain  areas  of  India, 

Pakistan  and  Ceylon,  consisting  of  long  piece  of  cloth  worn  wrapped 
around  the  body  with  one  end  over  the  head. 

2 

Lungi : A scarf-like  but  wider  and  longer  dress  covering  from 

waist  to  ankle. 

3 

Dhuti:  Principal  dress  of  Hindu  male  members  in  India  and  Pakistan, 

consisting  of  long  piece  of  cloth  worn  wrapped  around  the  lower  part  of 
the  body  from  waist  to  below  knee. 
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Pakistan.  Nevertheless,  ready-made  garment  stores,  mainly  specializing 
in  children's  dress  and  cheaper  variety  of  men's  and  women’s  apparel 
are  becoming  popular,  especially  in  West  Pakistan.  Some  cloth  shops 
and  ready-made  garment  stores  undertake  window  display  as  a method  of 
advertising;  whereas  bigger  ones  sometimes  advertise  through  local 
cinema  houses. 

Eighty-seven  percent  of  the  population  of  Pakistan  live  in  the 
rural  areas.  Part  of  their  clothing  needs  are  satisfied  by  the  village 
weavers.  In  addition,  large  number  of  itinerant  cloth  traders  operate 
in  the  village  markets  and  peddlers  visit  village  houses.  They  carry 
a cheaper  variety  of  piece  goods  and  ready-to-wear  garments.  Occasion- 
ally the  villagers  visit  the  nearest  towns,  where  cloth  shops  and  ready- 
made garment  stores  are  located,  to  buy  quality  piece  goods  and  ready- 
to-wear  dresses. 

Marketing  functions  and  standard  trade  practices 

Motor  vehicles  are  usually  used  for  transport  of  cloth  in  central 
wholesale  markets.  Means  of  transport  from  central  wholesale  markets 
to  other  wholesale  centers  are  railways  or  steamships.  Beyond  that 
indigenous  means  of  transport  are  used.  Storage  accommodations  avail- 
able at  wholesale  levels  are  much  better  compared  with  those  available 
for  agricultural  products.  As  retailers  carry  very  limited  stocks, 
storage  poses  no  problem  for  them.  Financing  and  risk  bearing  is  no 
problem  for  big  national  and  territorial  wholesalers.  But  small  whole- 
salers and  retailers  have  to  finance  their  own  trade  and  bear  their 
own  risks. 

A selling  agent  works  on  commission,  which  may  vary  depending 
upon  the  volume  involved  and  the  functions  he  performs.  No  reliable 
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data  on  the  wholesalers'  and  retailers'  margins  are  available.  But 
it  can  be  presumed  that  in  the  past  their  margins  were  very  high  as 
were  the  profits  of  the  manufacturers.  This  is  inferred  from  the  fact 
that  while  the  prices  of  raw  cotton  and  labor  are  rising  the  retail 
prices  of  cotton  cloth  in  the  domestic  market  are  either  falling  or 
holding  their  own.  Big  manufacturers  set  the  market  price  and  the 
principle  generally  followed  is  cost-plus.  Small  manufacturers  simply 
follow  the  lead.  In  both  cases  discounts  on  volume  purchases  are  al- 
lowed. Big  wholesalers  also  follow  the  cost-plus  principle  and  allow 
volume  discounts.  Prices  charged  by  small  wholesalers  and  retailers 
are  in  most  cases  settled  by  bargaining. 

Figure  5 shows  the  marketing  channel  for  mill-made  cotton  textile 
in  Pakistan. 

Marketing  channel  for  handloom  cloth 

Marketing  of  handloom  cloth  at  the  primary  level  to  some  extent 
resembles  that  of  the  marketing  of  rice  at  that  level.  Village  weavers 
take  their  cloth  to  the  primary  markets  where  they  sell  them  either 
directly  to  consumers  or  to  local  merchants.  Local  merchants  in  their 
turn  sell  them  either  to  consumers  or  to  wholesalers  through  buying 
agents.  Wholesalers  also  buy  handloom  cloth  from  handloom  factories 
through  buying  agents.  Distribution  of  cloth  from  wholesaler  downward 
follow  somewhat  the  same  channel  as  that  of  the  mill-made  cloth.  Part 
of  the  handloom  cloth,  which  finds  its  market  in  foreign  countries, 
moves  from  the  wholesalers  through  exporters. 


Figure  6 shows  the  marketing  channel  for  handloom  cloth  in  Pakistan. 
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Fig.  5.  Marketing  channel  for  mill-made  cotton  textiles  in  Pakistan. 
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Fig.  6.  Marketing  channel  for  handloom  cotton  cloth  in  Pakistan. 


160 


Wholesaling  in  Pakistan 

Development  of  Wholesaling  in  Pakistan 

In  ancient  India  villages  were  self-sufficient  economic  units. 
Everything  needed  by  the  villagers  was  made  within  the  village  by  people 
of  different  castes.  However,  there  were  some  weekly  markets  where 
people  of  the  neighboring  villages  used  to  meet  face  to  face  to  exchange 
each  other's  surplus  under  a barter  system.  Wholesale  activity,  if 
any,  was  carried  on  by  travelling  merchants  in  the  local,  regional  and 
national  fairs.  Their  activities  were  very  much  restricted  due  to 
absence  of  good  roads  and  fear  of  rampant  wayside  robberies.  They 
used  to  carry  small  quantities  of  merchandise  on  pack  animals  at  great 
risk.  But  the  establishment  of  law  and  order  under  the  'Great  Moguls'1, 
construction  of  highways  and  building  up  of  a sizable  exportable  surplus 
of  cotton  textile,  silk,  metal  wares,  etc.,  under  the  patronage  of  the 
Mogul  Court  gave  impetus  to  the  development  of  wholesale  trade  in  India. 

"The  import  of  specie  led  to  a rapid  circulation  of  currency. 

It  gave  the  people  the  capacity  to  purchase  imported  goods.  The  whole- 
sale activities  of  this  period  were  closely  associated  with  export  and 
import  trade.  The  advent  of  British  rule  did  not  change  the  basic 
pattern.  The  Industrial  Revolution  in  Great  Britain  changed  only  the 
composition  of  foreign  trade.  In  place  of  manufactured  goods,  India 


■'‘Fred  Greene,  The  Far  East,  New  York,  Rinehart  and  Company,  Inc., 
1957,  p.  322.  (From  beginning  of  Akbar's  reign,  1556,  to  the  death 
of  Aurangzeb,  1707) . 

^Nafiz  Ahmed,  op . cit , , pp.  91-102. 

3Ibid . . p.  93. 
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now  began  to  export  food  grains  and  industrial  raw  materials  and  import 
finished  products.  The  political  security  and  stability  that  character- 
ized the  second  half  of  the  nineteenth  century  under  British  rule  was  re- 
sponsible for  the  creation  of  enormous  agricultural  surplus  in  India. 

When  a surplus  had  been  created,  construction  of  roads  and  railways,  es- 
tablishment of  commercial  banks  and  development  of  ports  facilitated  the 
expansion  of  export  trade.  The  extended  export  made  extensive  import 
of  manufactured  goods  from  U.K.,  Germany,  France  and  Japan  feasible. 

Expansion  of  export  trade  led  to  the  development  of  wholesale 
markets  at  port  cities  like  Calcutta  and  Bombay.  At  the  same  time 
primary  and  secondary  wholesale  markets  sprang  up  in  the  countryside 
and  in  small  towns  to  facilitate  assembly  of  surplus  products  from 
scattered  areas.  Wholesale  markets  for  imported  goods  were  also  estab- 
lished at  port  cities.  Late  in  the  nineteenth  century  and  early  in 
this  century  industries  like  jute  textiles,  cotton  textiles,  leather, 
etc.,  grew  up  in  certain  localities  under  tariff  protection.  These 
newly  developed  industrial  areas  needed  raw  materials  for  industries 
and  foodstuff  for  the  growing  population.  Hence  additional  wholesale 
markets  for  raw  materials,  foodstuff  and  finished  goods  developed  in 
those  centers.  Thus  wholesale  markets  for  jute  and  jute  manufactures 
were  set  up  at  Calcutta,  markets  for  cotton  and  cotton  textiles  at 
Bombay  and  Ahmedabad  and  those  for  hides  and  skins  and  leather  goods 
at  Cawnpore. 

Though  the  areas  later  on  demarcated  as  Pakistan  were  the  leading 
suppliers  of  raw  jute,  cotton,  hides  and  skins,  central  wholesale 
markets  for  the  three  commodities  were  located  outside  Pakistan.  In 
pre-independence  India  most  of  the  wholesalers  were  Hindus  and  their 
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departure  enmass  from  Pakistan  after  independence  caused  a serious 

dislocation  of  the  wholesale  trade  of  Pakistan.1  However,  the  situation 

was  saved  from  further  deterioration  as  free  trading  with  India,  under 

a stand-still  agreement,  continued  for  sometime  and  some  Indian  export 

houses  continued  to  function  in  Pakistan  after  partition.  The  situation 

was,  however,  further  aggravated  when  Indo-Pakistan  trade  came  very 

near  to  a complete  halt  following  a disagreement  between  the  two  coun- 

2 

tries  over  the  devaluation  policy  in  1949. 

In  the  meantime  the  capacity  of  the  Port  of  Karachi  was  expanded 
so  that  it  could  handle  the  export  and  import  trade  of  West  Pakistan. 

In  East  Pakistan  the  Port  of  Chittagong,  which  existed  only  in  name 
before  independence,  and  another  port  at  Chalna,  were  developed  for 
handling  export  and  import  trade  of  that  wing.  Some  Muslim  families 
with  past  business  experience,  who  after  partition  migrated  to  Pakistan 
with  their  modest  capital,  began  to  fill  the  positions  vacated  by  the 
Hindu  wholesalers.  At  the  same  time  existing  industries  began  to 
expand  and  new  industries  began  to  grow  under  state  patronage  and  tariff 
protection.  New  urban  centers  began  to  develop  and  the  shifting  of 
population  from  rural  to  urban  areas  began.  Interwing  trade,  which  was 
negligible  at  independence , began  to  expand  under  conditions  of  free 
trade  between  two  regions  in  the  face  of  tariff  protection  against  the 
rest  of  the  world.  As  a result  central  wholesale  markets  developed  at 
Chittagong,  Khulna,  Narayanganj,  etc.,  places  in  East  Pakistan  and 
Karachi,  Lahore,  Peshawar,  Rawalpindi,  Sialkot,  etc.,  places  in  West 
Pakistan . 


J.  Russell  Andrus  and  Azizali  F.  Mohammed,  Economy  of  Pakistan, 
p.  262.  ' 

2 

Ibid. . pp.  262-63. 
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Importance  of  Wholesalers  in  Pakistan 

Wholesalers  still  dominate  marketing  in  those  nations  with  a 
preponderance  of  small  producers  and  retailers,  and  inadequate  system 
of  transportation,  a tight  money  market  and,  frequently,  a dependence 
on  imports  for  some  key  supplies."1  An  area  where  people  live  in  small 
isolated  communities  is  generally  termed  as  a typical  wholesale  terri- 
tory. The  existing  situation  in  Pakistan  satisfies  all  the  conditions 
mentioned  above.  Hence  it  is  quite  natural  that  wholesalers  are  occu- 
pying a dominant  position  in  the  marketing  structure  of  Pakistan. 

Pakistan  is  a land  of  small  farmers.  Production  is  carried  on 
mainly  for  subsistence,  and  marketable  surplus,  if  any,  is  very  small. 
Producers  of  consumer  goods  are  also  typically  small  family-centered, 
artisan-type  firms,  whose  operations  are  generally  oriented  toward 
production.  Little  attention  is  given  to  marketing.  Under  such  circum- 
stances products  of  individual  farmers  and  small  manufacturers  must  be 
concentrated  by  some  intermediaries  before  they  can  be  handled  in  a 
meaningful  quantity.  Goods  so  concentrated  are  bought  and  sold  many 
times  before  they  reach  central  wholesale  markets.  This  not  only 
accounts  for  the  existence  of  wholesalers,  but  for  their  predominance 
in  the  marketing  set  up  of  Pakistan. 

Large  manufacturers  in  Pakistan  too,  by  tradition,  are  in  the 
habit  of  assigning  the  responsibility  of  marketing  to  merchant  whole- 
salers, who  act  as  selling  agents.  Proprietors  and  managers  of  manu- 
facturing concerns  consider  that  the  function  of  their  organization  is 


1Da vid  Carson,  International  Marketing:  A Comparative  Systems 
Approach.  New  York,  John  Wiley  & Sons,  Inc.,  1967,  p.  298. 
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only  production.  In  this  respect  the  attitude  of  Pakistan  manufac- 
turers is  not  very  different  from  that  of  their  counterparts  in  India. 
When  an  Indian  sugar  factory  owner  was  asked  about  marketing,  his  reply 
was:  "We  make  sugar;  we  do  not  run  a bazar  shop."1 2 

Small  manufacturers  in  Pakistan  very  often  need  prompt  payments 
for  their  products  and  immediate  shifting  of  risks,  services  which  are 
provided  by  the  wholesalers.  Very  few  Pakistani  manufacturers  carry 
on  market  research.  Therefore,  they  have  no  knowledge  about  the  size 
of  the  market  for  their  products  nor  do  they  know  who  the  ultimate 
consumers  and  distributors  for  their  products  are.  Hence  they  rely  on 
wholesalers . 

Another  reason  why  manufacturers  generally  do  not  take  the  respon- 
sibility for  distribution  is  the  low  profit  margins  for  which  the 
wholesalers  are  willing  to  do  the  job.  Although  no  reliable  data  on 
the  wholesalers’  margins  are  available,  it  can  safely  be  presumed  that 
it  need  not  be  very  high,  and  in  the  case  of  some  fast-moving  items 
may  be  below  5 percent,  similar  to  that  found  in  India.  Case  studies 

in  India  show  that  wholesalers'  margin  on  utensils  is  between  1.5  and 

2 

4 percent  and  that  on  soap  is  between  3 and  4 percent. 

The  small  size  of  retail  units  is  another  important  factor  which 
has  been  responsible  for  the  predominance  of  wholesalers  and  their 
important  role  in  distribution.  Small  retailers  in  Pakistan  carry  on 


1L.  V.  Hirsch,  Marketing  in  an  Underdeveloped  Economy:  The  North 

Indian  Sugar  Industry,  Englewood  Cliffs,  N.  J.,  Prentice-Hall,  Inc., 
1961,  p.  137. 

2 

Ralph  Westfall  and  Harper  W.  Boyd,  Jr.,  "Marketing  in  India," 
Journal  of  Marketing,  Vol . XXV,  No.  2,  October,  1960,  p.  13. 
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business  with  a very  limited  stock  of  goods  and  need  wholesalers  to 
supply  them  constantly  with  inventories  in  small  lots. 

It  has  already  been  shown  that  transport  facilities,  especially 
in  the  rural  areas,  are  inadequate  in  Pakistan.  It  has  also  been  found 
that  the  financial  needs  of  small  enterprises  have  not  been  solved  in 
Pakistan.  In  spite  of  a tremendous  increase  in  the  production  of 
consumer  goods  under  two  five  year  plans,  Pakistan  has  to  rely  on  the 
outside  world  for  the  supply  of  many  essential  commodities,  such  as 
chemicals,  drugs,  dyes  and  colors,  electrical  goods,  rubber  manufactures, 
iron  and  steel  manufactures,  non-ferrous  metal  manufactures,  mineral 
and  vegetable  oils,  etc.  All  these  factors  necessitate  assistance 
from  wholesalers. 

Eighty-seven  percent  of  the  population  of  Pakistan  lives  in  isolated 
rural  communities,  distributed  over  some  hundred  thousand  villages,  in 
many  of  which  the  modern  methods  of  transport  have  never  made  a headway. 
In  such  a situation  direct  selling  by  the  most  market  oriented,  giant 
firms  is  also  impractical. 

Types  of  Wholesalers  in  Pakistan 

The  Committee  on  Definitions  of  the  American  Marketing  Association 
defines  the  wholesaler  as  a business  unit  which  buys  and  resells 
merchandise  to  retailers  and  other  merchants  and/or  to  industrial,  in- 
stitutional and  commercial  users  but  which  does  not  sell  in  significant 
amounts  to  ultimate  consumers.  ^ For  the  purpose  of  the  present  study 
the  term  'wholesaler'  is  used  in  the  same  sense. 


Government  of  Pakistan, 
Study) . 

2 

Ralph  S.  Alexander,  op . 


Pakistan  Basic  Facts, 
cit . . p.  23. 


(Table  23  of  this 
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Types  of  wholesalers  found  in  the  assembling  and  distribution  of 
agricultural  products  in  Pakistan  and  the  marketing  functions  performed 
by  them  have  been  covered  while  tracing  the  marketing  channels  for 
rice  and  jute.  However,  wholesalers  in  the  distribution  of  manufactured 
goods  need  further  discussion. 

Lack  of  emphasis  on  the  marketing  function  on  the  part  of  manufac- 
turers results  in  a vacuum  in  the  distribution  chain  in  Pakistan.  This 
vacuum  has  been  filled  by  selling  agents,  who  may  be  termed  as  selling 
arms  of  the  factories.  A selling  agent  acts  on  commission. 

Sole  selling  agent. — When  a selling  agent  is  the  sole  distributor 
for  the  entire  country,  deals  with  the  entire  products  of  the  manufac- 
turer and  exercises  a greater  control  over  prices,  discounts  and  credit 
terms,  he  is  known  as  a sole  selling  agent  or  simply  a sole  agent. 

Unless  there  is  a family  relationship  between  manufacturer  and  agent, 
sole  agencies  are  unusual.  In  most  cases  manufacturers  prefer  to  deal 
with  a number  of  commission  agents. 

Wholesale  agent. — A wholesale  agent  is  more  similar  to  a manufac- 
turers' agent  in  the  United  States.  His  position  lies  between  a sole 
selling  agent  and  a wholesale  merchant.  Like  the  selling  agent  he 
does  not  take  title  to  goods  and  acts  on  commission. 

Wholesale  merchant. — The  term  wholesale  merchant  is  applied  to 
those  wholesalers  who  generally  buy  on  their  own  account  through  agents, 
who  stock,  and  who  sell  to  other  small  wholesalers  or  retailers.  He  is 
the  counterpart  of  a commission  merchant  in  the  United  States. 

Stockist . A stockist  is  a wholesaler  who  performs  a function 
similar  to  a public  merchandise  warehouse.  The  manufacturer  arranges 
for  the  wholesaler  to  stock  his  product  with  the  title  of  goods  remain- 
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ing  with  the  principal.  The  dealer  then  sells  the  product  and  forwards 
the  sale  proceeds  after  deducting  his  own  commission  and  rent. 

Other  types  of  wholesalers  arc  exporters, importers,  contract 
suppliers  to  government  or  other  agencies,  auctioneers,  etc. 

The  full  service  wholesaler  is  very  rare  in  Pakistan.  He  is 
either  a limited  service  wholesaler  or  a cash  and  carry  wholesaler. 
After  a purchase  has  been  made  from  a wholesaler  the  responsibility 
of  the  transportation  of  goods  lies  mostly  with  the  buyer.  It  is  not 
uncommon  for  a buyer  or  his  representative  to  visit  the  supplier's 
place  each  time  he  makes  a purchase. 

A wholesaler  in  Pakistan  may  deal  in  general  merchandise,  shopping 
goods  or  speciality  goods.  He  may  be  a single  line  wholesaler  or  a 
limited  line  wholesaler.  Sometime  he  may  deal  in  scrambled  merchandis- 
ing, i.e.,  dealing  with  quite  unrelated  products.  A small  wholesaler 
may  also  very  often  act  as  a retailer.  The  last  two  phenomena  have 

been  designated  by  Hirsch  as  lack  of  horizontal  and  vertical  differen- 

,.  ..  1 

tiation . 

It  was  mentioned  earlier  that  manufacturers  in  Pakistan  in  general, 
do  not  undertake  promotional  activities.  The  same  is  also  true  of  the 
wholesalers.  They  take  the  market  demand  as  fixed,  and  do  practically 
nothing  to  shift  demand  or  to  increase  overall  demand. 

The  large  wholesalers  may  vary  their  buying  and  selling  prices  on 
the  basis  of  their  appraisal  of  market  conditions.  But  the  small 
wholesalers  price  on  cost-plus  basis. 


L.  V.  Hirsch,  "Wholesaling  in  India,"  Homewood,  Illinois,  Richard 
D.  Irwin,  Inc.,  1963,  p.  144. 
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The  common  complaint  about  wholesaling  in  Pakistan  is  that  too 
many  stages  of  wholesale  distribution  intervene  between  the  producer 
and  retailer  and  some  should  be  eliminated. 

Wholesale  Trading  Areas  in  Pakistan 

A wholesale  trade  area  consists  of  a city  that  is  a dominant 
wholesale  center  plus  the  geographical  area  surrounding  it  whose  trade 
flows  to  that  given  wholesale  center.  The  factors  that  determine  the 
shape  and  size  of  a wholesale  market  area  include  product  character- 
istics, price  and  price  policies,  transportation  service  and  rates, 
sales  policies,  communication  service,  financial  services,  size  and 
variety  of  stocks,  the  aggressiveness  and  enterprise  of  merchants  and 
manufacturers  in  the  market  center.  These  factors  do  not  operate  singly, 
but  in  combination.^ 

In  Pakistan  most  of  the  commodities  bought  and  sold  in  the  market, 
on  wholesale  level,  are  of  small  value  in  large  bulk.  Products  in  most 
cases  are  ungraded  and  unstandardized.  Transport  facilities  are  meager 
and  expensive.  Communication  and  financial  services  are  inadequate. 
Prices,  in  most  cases,  are  market  determined.  Stock  of  an  individual 
trader  is  very  much  limited  in  size  and  variety.  Neither  manufacturers 
nor  wholesalers  carry  on  aggressive  sales  promotion.  Because  of  all 
these  factors  the  average  wholesale  trade  area  in  Pakistan  is  very 
small.  However,  the  sizes  of  trade  areas  for  different  types  of  products 
are  different.  It  is  very  small  for  groceries  and  comparatively  larger 
for  dry  goods . 


^E . A.  Duddy  and  D.  A.  Revzan,  Marketing:  An  Institutional  Approach. 
New  York,  McGraw-Hill  Book  Company,  Inc,,  1947,  p.  438. 
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Retailing  in  Pakistan 

Retailing  means  selling  of  goods  or  articles  in  small  quantities 
directly  to  ultimate  consumers.  A retailer,  therefore,  "is  a merchant, 
or  occasionally  an  agent,  whose  main  business  is  selling  directly  to 
the  ultimate  consumer."  A key  word  in  the  last  definition  is  'main'. 
"A  retailer  may  sell  items  infrequently  to  industrial  users,  but  these 
are  wholesale  transactions,  not  retail  sales.  If  one-half  of  his 
dollar  volume  of  business  comes  from  sales  to  ultimate  consumers,  that 

m2 

is,  sales  at  retail,  he  is  classed  as  retailer." 

It  has  been  observed  that  in  spite  of  certain  differences  in 
operating  practices,  wholesaling  in  Pakistan  is  not  much  different,  at 
least  in  form,  from  that  of  the  United  States.  But  retailing  in 
Pakistan  differs  in  many  respects  from  that  of  the  United  States. 
Socio-economic  and  political  changes  that  have  been  taking  place  for 
the  last  several  decades  have  left  the  way  of  life  of  the  common 
people,  especially  in  the  rural  areas,  unchanged,  and  as  such  they  have 
little  influence  on  retailing  in  Pakistan. 

Though  one  cannot  say  by  how  much,  it  is  a fact  along  with  the 
growth  of  population,  development  of  new  urban  centers  and  rise  in  in- 
come and  consumption  the  number  of  retail  stores  in  Pakistan  has  in- 
creased sharply  during  the  last  few  years  as  the  newcomers  have  opened 
many  new  stores  of  the  traditional  type.  A study  carried  on  by  a 
research  team  of  Dacca  University  in  five  selected  urban  centers  of 


^Ralph  S.  Alexander,  op . ci t . , p.  19. 

2W.  J.  Stanton,  Fundamentals  of  Marketing,  New  York,  McGraw-Hill 
Book  Company,  Second  Edition,  1967,  p.  258. 
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East  Pakistan  shows  that  the  number  of  retail  stores  is  growing  at 
the  rate  of  10  percent  per  annum.1  But  there  have  been  relatively 
few  changes  in  the  size  and  operating  characteristics  of  most  of  them. 
It  is  also  expected  that  the  number  of  persons  engaged  per  store  and 
the  sale  per  person  (engaged)  have  increased,  although  the  number  of 
inhabitants  per  store  might  have  decreased.  These  trends  are  not 
peculiar  to  Pakistan.  They  may  be  considered  characteristic  of  coun- 
tries in  the  first  stages  of  economic  development.  As  stated  by 
Giancarlo  Ravazzi: 

This  decrease  in  the  average  number  of  in- 
habitants per  retail  establishment  is  typical  of 
the  first  stage  of  economic  (and  therefore  of  com- 
mercial) development.  In  the  ensuing  medium-level 
stages  there  is  an  almost  parallel  increase  in 
population  and  in  the  number  of  retail  outlets, 
while  the  later  highest  stages  are  marked  by  an 
increase  in  population  and  a simultaneous  decrease 
in  total  number  of  outlets.  This  last  decrease  is 
accompanied,  however,  by  a greater  increase  in  the 
total  number  of  persons  engaged  in  retailing  activ- 
ities . 2 

The  less  developed  areas  of  advanced  countries  also  show  similar 
trends.  A study  carried  on  in  Italy  shows  the  following  changes  be- 
tween 1951  and  1961: 

1.  The  number  of  retail  units  has  increased  by  22.5  percent. 

2.  The  number  of  persons  engaged  per  retail  outlet  has  increased 
from  1.75  to  1.87. 

3.  The  number  of  inhabitants  per  store  has  decreased  from  93.7  to 
75.3. 


1A.  Faruk  and  M.  Safiullah,  op.  cit.,  p.  42. 

2 

Giancarlo  Ravazzi,  "Retailing  in  a Developing  Economy  - Italy, " 
Journal  of  Retailing.  Vol . 43,  No.  1,  Spring,  1967,  p.  37. 
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4.  The  average  sale  per  person  engaged  in  the  stores  has  increased 
considerably . 

5.  The  increase  in  the  number  of  stores  is  more  pronounced  in  the 
less  developed  or  newly  developed  areas.'*' 

A similar  study  in  the  United  States  shows  the  following  changes 
between  1958  and  1963: 

1.  The  total  retail  sales  and  the  sale  per  unit  outlet  have  in- 
creased. 

2.  The  number  of  retail  establishments  has  decreased  nationally 
but  increased  in  the  less  developed  areas. 

3.  The  shrinkage  of  retail  establishments  is  more  conspicuous  in 
the  larger  cities. 

2 

4.  The  number  of  inhabitants  per  retail  outlet  has  increased. 
Retailing  in  the  Rural  Areas 

3 

According  to  the  mid-1965  population  estimate,  95.9  million  people 

4 

live  in  100,000  villages  of  Pakistan.  These  95.9  million  people  form 
about  17.4  million  families  of  which  approximately  9.4  million  families 
live  in  East  Pakistan  and  the  rest  in  West  Pakistan.  An  average  rural 
family  in  Pakistan  consists  of  5.5  members  and  its  monthly  income  and 


^Giancarlo  Ravazzi,  "Retailing  in  a Developing  Economy  - Italy," 
Journal  of  Retailing,  Vol . 43,  No.  1,  Spring,  1967,  pp.  31-46. 

2 

R.  J.  Markin,  The  Demise  of  the  Marginal  Retailing  Establish- 
ments," Journal  of  Retailing,  Vol.  43,  No.  2,  Summer,  1967,  pp . 28-37. 

3 

Government  of  Pakistan,  The  Third  Five  Year  Plan,  (1965-70), 

p.  10. 

4 

Government  of  Pakistan,  The  First  Five  Year  Plan,  (1955-60), 

Vol.  II,  p.  1. 
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expenses  are  Rs . 166.64  and  Rs.  135.15,  respectively.  The  most  impor- 
tant item  in  the  family  budget  is  food  which  constitutes  63.9  percent 
of  the  expenses.  Items  next  in  order  of  importance  are:  (1)  household 

operations  and  (2)  clothing  and  footwear.1  Because  of  the  seasonal 
nature  of  the  rural  income,  the  family  consumption  and  buying  pattern 
also  vary  from  season  to  season. 

Village  people  of  East  Pakistan  buy  their  supply  of  necessary 

articles  from  the  hats  (village  markets)  which  are  held  once  or  twice 

a week.  Fifty-five  percent  of  the  villages  of  East  Pakistan  have 

markets  within  one  mile  and  about  81  percent  have  markets  within  three 
2 

miles.  Practically  everything  needed  by  the  villagers  are  available 
in  these  hats;  groceries,  utensils,  tobacco,  fish,  poultry,  fresh 
fruits,  toilet  articles,  kerosene,  cheaper  varieties  of  cotton  piece 
goods  and  ready-made  garments,  toys,  school  books,  matches.  Anyone 
with  anything  to  sell  may  set  up  a shop.  Farmers,  weavers,  potters 
and  bakers  take  their  products  there.  Also  itinerant  traders  visit 
these  markets  with  their  merchandise. 

Hats  are  held  in  open  spaces.  Itinerant  traders  generally  set  up 
their  shops  in  temporary  huts  with  thatched  roofs  or  booths  with  movable 
frames  and  canvas  and  sometimes  even  temporary  counters.  Other  vendors 
with  no  booths  must  use  umbrellas  to  protect  their  merchandise  from 
showers,  a frequent  phenomenon  during  IVbnsoon  season.  Transactions 


Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan:  Household  Income  and  Expenditure 
(July,  1963  to  June,  1964).  pp.  22,  26-27. 

2 

Government  of  Pakistan,  National  Sample  Survey,  Second  Round. 

1960,  p.  9. 
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are  generally  on  ready  cash  basis.  Prices  are  fixed  through  bargaining. 
Standards  of  weights  and  measures  used  may  vary  from  market  to  market 
and  for  the  different  commodities  in  the  same  market. 

Hawkers  also  travel  to  villages,  carrying  on  their  backs  and  heads 
frequently  purchased  items  such  as  utensils,  toilet  articles,  cheaper 
varieties  of  clothes  and  thread.  Sometimes  they  accept  old  clothes 
and  old  utensils  in  full  or  partial  payment  for  merchandise.  A 'modi' 
(village  grocer)  is  the  alternative  source  of  supply  to  the  villagers. 

He  has  stocks  of  almost  all  items  the  villagers  generally  require. 

Often  he  supplies  the  merchandise  on  credit  and  sometimes  exchanges 
for  rice,  jute  and  other  agricultural  produce  instead  of  cash  payments. 
For  special  occasions,  when  they  want  to  buy  some  quality  clothes,  shoes, 
crockery,  and  furniture,  villagers  will  go  to  the  neighboring  towns. 

A whole  day  may  be  devoted  to  buying  a few  articles.  Price  is  the 
primary  criterion  for  the  choice  of  store  or  a brand.  In  this,  the 
village  shoppers  may  be  guided  by  the  advice  of  their  friends  and  rel- 
atives who  live  in  the  towns  and  who  have  greater  experience  about  town 
life . 

Rural  areas  of  West  Pakistan  are  sparsely  populated  and  the  village 
markets  are  situated  at  greater  distances  from  one  another.  Only  34 
percent  of  the  villages  have  markets  within  one  mile  and  45  percent 
have  markets  within  3 miles.1  Villagers  rely  mostly  on  village  retail 
stores  and  hawkers.  However,  West  Pakistan  has  a better  network  of 
paved  roads  and  public  transportation,  hence  the  villagers  can  easily 


Government  of  Pakistan,  National  Sample  Survey,  Second  Round. 
1960,  p . 9 . 
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visit  the  nearest  towns  for  articles  locally  unavailable.  Buying  be- 
havior of  the  West  Pakistani  rural  customers  is  similar  to  that  of 
their  counterpart  in  East  Pakistan. 

Itinerant  traders,  hawkers  and  village  grocers  are  invariably 
small  family  concerns.  For  some  of  them  retailing  may  be  a secondary 
occupation  to  farming.  They  carry  on  business  with  meager  capital  and 
limited  stock,  which  they  must  buy  every  week  either  from  small  whole- 
salers in  the  nearest  towns  or  peripatetic  wholesalers  who  visit  the 
village  markets.  Retailers  often  travel  considerable  distances  to  make 
their  purchases. 

Retailers  do  not  generally  engage  salaried  employees  but  may  re- 
ceive assistance  from  relatives  or  neighbors  on  market  days.  They  are 
the  shrewdest  persons  in  the  rural  areas  and  now  that  the  landed  middle 
class  is  gone  are  emerging  as  the  local  civic  leaders.  In  the  absence 
of  clubs  or  recreation  centers  in  the  rural  areas  the  village  grocery 
stores  may  be  the  common  meeting  place  for  the  village  folks.  However, 
some  retailers  may  be  very  unscrupulous  and  may  not  hesitate  to  sell 
adulterated  food  articles,  pass  on  inferior  brands  for  better  brands 
or  cheat  the  customers  in  weights.  No  reliable  information  regarding 
retailers'  margins  is  available,  but  the  field  is  highly  competitive 
and  is  associated  with  large  numbers  of  store  failures.1  It  is  easy 
for  anyone  with  a little  capital  and  moderate  ability  to  enter  the 
field  and  to  leave  it  again  without  considerable  loss.  Retailing  has 
become  a fill-in  activity  during  seasonal  agricultural  unemployment. 

The  fact  that  people  in  the  rural  areas  of  Pakistan  are  very  poor 


1 

A.  Faruk  and  M.  Safiullah,  op.  cit.,  p.  13. 
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cannot  be  denied.  Until  their  income  rises,  they  may  not  be  able  to 
buy  large  quantities  of  consumer  goods.  On  the  other  hand,  it  is  also 
true  that  the  manufactured  goods  which  the  villagers  can  buy  are  in- 
ferior and  expensive.  Moreover,  one  must  not  forget  that  there  are 
more  than  17  million  families  in  the  rural  areas.  Individually  they 
may  buy  very  little  but  collectively  they  may  buy  a lot.  Therefore, 
means  must  be  found  to  supply  attractive  and  inexpensive  consumer  goods. 

Lower  price  can  yield  more  purchases  in  the  short  run;  lower  price 
and  availability  of  incentive  goods  of  good  quality  can  yield  more 
output,  income,  and  purchases  in  the  long  run.”1 2 3 

Retailing  in  the  Urban  Areas 

According  to  the  1961  Population  Census  only  13.1  percent  of  the 

population  (12.3  million) lives  in  390  towns  and  cities  in  Pakistan. 

More  than  78  percent  of  the  urban  population  are  in  West  Pakistan. 

There  are  only  16  cities,  4 in  East  Pakistan  and  12  in  West  Pakistan, 

with  a population  of  100,000  or  over  which  accounts  for  56.1  percent 

(6.9  million)  of  the  urban  population.  Between  1951  and  1961  urban 

population  has  grown  by  56.4  percent  as  against  19.8  percent  in  the 

2 

rural  areas  during  the  same  period.  This  trend  is  continuing.  Accord- 
ing to  a mid-1965  estimate,  the  size  of  the  urban  population  is  16.5 
million,  which  is  14.7  percent  of  the  estimated  total  population  of 

3 

Pakistan  at  that  time. 


1W.  W.  Rostow,  op , cit . , p.  17. 

2S . M.  Akhtar,  op . cit ■ , Vol . I,  pp.  36-37. 

3 

Government  of  Pakistan,  The  Third  Five  Year  Plan,  (1965-70),  p.  10. 
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It  has  been  mentioned  earlier  that  the  villagers  visit  the  nearest 
towns  to  buy  consumer  goods.  Under  the  extended  family  system,  when 
a member  of  a rural  family  moves  to  the  city  for  a better  opportunity, 
he  does  not  generally  sever  connections  with  the  rest  of  the  family. 

It  is  customary  for  him  to  buy  garments  and  other  consumer  goods,  not 
available  in  the  rural  areas,  for  the  whole  family  when  he  visits  them 
during  holidays.  This  is  the  reason  why  the  390  urban  centers  not  only 
account  for  the  retail  trade  of  the  urban  areas  but  also  for  the  nearest 
villages . 

There  are  around  3 million  families  (spending  units)  in  the  urban 
areas.  The  average  monthly  income  and  expenditure  of  urban  families 
are  Rs . 229.58  and  Rs.  208.14,  respectively.  Percentage  wise  they 
spend  less  (54.9)  on  food  and  more  on  consumer  goods.'1’  In  spite  of 
their  relatively  higher  income  the  propensity  to  save  is  lower  for  the 
urban  families.  This  may  be  due  to  lesser  uncertainty  of  their  income 
compared  to  that  of  the  farming  families.  Income  consumption  and  buying 
pattern  again  show  some  contrasts  between  a small  town  and  a large  city. 
Retailing  in  large  cities 

It  has  been  mentioned  earlier  that  56.1  percent  of  the  urban  pop- 
ulation lives  in  16  large  cities.  These  cities  have  certain  character- 
istics which  are  not  common  to  most  of  the  smaller  towns  and  the  rural 
areas.  The  most  important  among  them  are: 

1.  People  in  the  professions  or  employed  by  government,  manufac- 


Government  of  Pakistan,  Report  on  the  Quarterly  Survey  of  Current 
Economic  Condition  in  Pakistan:  Household  Income  and  Expenditure 

(July,  1963  to  June,  1964).  pp . 40-41. 
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turing  and  commerce,  have  higher  income.  They  are  mostly 
found  in  large  cities. 

2.  Large  cities  generally  have  denser  concentration  of  population 
in  smaller  areas. 

3.  Large  cities  have  better  transport  facilities.  They  have  rail 
connections  with  other  towns,  including  port  cities,  and  the 
interior.  Roads  are  wider  and  better  and  are  provided  with 
footpaths  and  street  lights.  There  is  provision  for  city  and 
suburban  bus  services.  Private  transport  for  hire  is  also 
available . 

4.  Large  cities  have  better  communication  facilities.  They  in- 
clude telephone,  telegraph  and  postal  services,  and  cinema 
houses.  Large  cities  are  also  the  home  of  local  and  national 
newspapers  and  journals. 

5.  The  highest  literacy  is  found  among  the  population  residing 
in  large  cities. 

6.  Large  cities  have  better  police  protection,  better  banking 
and  insurance  facilities. 

7.  Large  cities  have  radio  stations  and  some  of  them  have  television 
stations.  Advertising  agencies  have  their  offices  in  the  large 
cities . 

There  is  practically  nothing  like  the  downtown  shopping  areas  in 
Pakistani  cities.  However  large  shopping  and  speciality  goods  stores 
are  located  at  the  intersections  of  major  streets  and  highways  near  bus 
terminals.  Most  of  the  stores  carry  single  line  or  only  related  items. 

A few  small  department  stores,  equivalent  of  those  found  in  small  U.S. 
towns,  are  located  in  these  areas.  There  are  no  department  stores  in 
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the  standard  sense.  "They  have  their  equivalent  with  the  bazaars,  in 
the  composite  of  specialized  shops  which  line  the  main  thoroughfares, 
and  in  the  new  shopping  centers  such  as  the  DIT  (Dacca  Improvement 
Trust)  Shopping  Center,  'Baitul  Mukarram',  and  New  Market."1  There  is 
not  a single  supermarket.  There  are  very  few  mail  order  houses. 

Then  there  are  specialized  markets  for  commodities  such  as  clothes, 
jewelry,  brassware,  crockery,  etc.,  normally  located  in  the  older  part 
of  the  city  with  one  or  more  streets  devoted  to  one  trade  so  that  the 
customers  have  choice  of  shops  in  a series.  Besides  there  are  regional 
bazaars.  A local  bazaar  normally  has  two  sections,  one  that  sells 
mainly  manufactured  goods,  such  as  clothes,  crockery,  etc.,  or  that 
provides  services  such  as  hair  dressing,  laundry,  etc.;  and  the  other 
for  food  items,  mostly  perishables.  The  former  has  more  or  less  a 
permanent  structure  with  shops  clustered  together.  The  area  of  each 
shop  may  vary  from  100  to  200  square  feet.  The  other  one,  the  kutcha 
bazaar,  normally  covers  an  area  between  30,000  and  60,000  square  feet. 

A kutcha  bazaar  is  usually  provided  with  a roof,  either  continuous  or 
pierced  by  several  small  domes  for  ventilation  or  segmented,  but  no 
wall.  The  floor  area  is  divided  into  sections,  each  reserved  for 
cereals,  vegetables,  fresh  fruits,  fish,  meat,  general  grocery,  etc. 

Each  section  has  several  stalls  of  about  6 feet  square  in  which  the 
vendor  can  sit  in  the  middle  of  the  floor  and  reach  his  entire  stock. 

Scattered  throughout  the  cities  are  the  isolated  neighborhood 
stores.  These  stores  carry  stock  of  food  and  articles  very  often  pur- 


1D.  M.  Frances 
Book  Society,  1965, 


Editor,  Living  in  Dacca;  Dacca: 
pp.  74-75. 
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chased  by  the  residents.  In  addition,  there  are  street  vendors  who 
sell  their  wares  by  setting  up  shop  on  footpaths  or  hawkers  who  move 
from  door  to  door  with  merchandise. 

Finally,  there  are  the  weekend  markets,  the  counterpart  of  the 
village  markets  in  the  cities.  The  idea  behind  the  establishment  of 
such  a market  is  to  achieve  low  prices  through  marketing  of  goods 
direct  from  producer  to  consumer.  A weekly  market  is  held  in  a great 
open  space  at  the  edge  of  the  city  on  Saturdays  or  Sundays.  A nominal 
fee  is  charged  for  setting  up  a shop  in  the  market.  It  is  the  respon- 
sibility of  the  municipal  authority  to  supervise  the  market,  preserve 
order  and  clean  up  afterwards.  The  market  provides  an  outlet  for  many 
local  handicrafts.  Some  small  manufacturers  also  use  this  outlet  for 
their  products. 

Retail  structure  of  a small  town  is  similar  to  that  of  a large 
city  except  that  there  are  fewer  regional  bazaars,  fewer  specialized 
stores  and  the  sizes  of  such  stores  are  even  smaller.  In  a medium  size 
town  there  may  be  a small  shopping  center  but  in  a very  small  town 
there  is  none.  Facilities  available  to  the  retailers  and  the  customers 
and  shopping  behavior  of  the  customers  of  small  towns  also  show  some 
differences.  These  will  be  discussed  in  the  next  section. 

Characteristics  of  Retailing  of  Consumer  Goods  in  East  Pakistan 

The  survey1  carried  on  by  a research  team  of  Dacca  University  in 
five  selected  urban  centers  of  East  Pakistan  in  1965  had  the  following 
findings : 


A.  Faruk  and  M.  Safiullah, 


op.  cit. 
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Retailing  of  manufactured  consumer  goods  in  East  Pakistan  is 
carried  on  by  small  stores,  predominantly  owned  by  sole  traders. 
Multi-store  firms  are  very  rare.  About  one-third  of  the  stores  has 
no  salaried  employees.  Most  of  the  stores  with  larger  number  of  em- 
ployees are  located  in  big  cities. 

Around  50  percent  of  the  stores  are  five  to  six  years  old  and 
about  one-fifth  of  them  is  only  one  year  old.  The  number  of  store 
failures  is  also  very  high.  However,  the  number  of  stores  is  growing 
at  the  rate  of  10  percent  per  annum. 

A majority  of  the  retailers  obtain  their  supplies  from  the  whole- 
salers. Only  a few  large  retailers  buy  directly  from  the  manufacturers. 
Initiative  for  procuring  the  needed  merchandise  generally  lies  with  the 
retailers . 

Retailers  are  mostly  self-financed  and  carry  on  business  with  small 
amounts  of  capital.  In  addition,  in  some  cases  they  are  required  to 
make  advance  payments  to  wholesalers,  especially  for  goods  to  be  brought 
from  West  Pakistan.  In  90  percent  of  the  cases,  retail  sales  are  made 
on  a cash  basis.  Credit  sales  are  more  common  in  smaller  towns  than 
in  big  cities. 

Retail  sales  are  subject  to  seasonal  variations,  the  highest  being 
during  the  four  winter  months  (November  - February),  which  coincides  with 
the  harvesting  season  of  the  major  rice  crop.  Smaller  towns  show  greater 
fluctuations  in  seasonal  variation.  During  a given  month  sales  are 
greater  toward  the  beginning  of  the  month. 

The  quality  of  goods  is  the  primary  consideration  in  the  selection 
of  goods  followed  by  price  consideration.  Pakistani  manufactured 
quality  goods  are  also  preferred.  For  small  town  dwellers  and  less 
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educated  customers  price  is  the  prime  consideration.  They  also  show 
higher  preference  for  goods  of  foreign  make  irrespective  of  quality. 

Consumers  generally  prefer  to  buy  from  the  nearest  markets  within 
one  mile.  But  consumers  of  higher  income  brackets,  residing  in  larger 
towns,  may  go  for  shopping  to  markets  situated  up  to  three  miles  away. 
Shopping  is  usually  done  by  male  members.  However,  in  larger  cities, 
where  there  are  better  transport  facilities  and  well  planned  shopping 
centers,  housewives  of  higher  income  families  may  go  for  shopping. 
Buying  decisions  are  also  made  by  male  members  who  are  the  breadwinners 
of  the  family.  Educated  families  show  some  exception. 

Consumers  buy  in  small  quantities  as  the  need  arises.  Lack  of 
refrigeration  and  shortages  of  space  in  pantry  areas  are  some  of  the 
factors  responsible  for  this.  Shopping  is  mostly  done  on  weekends  and 
holidays.  Evening  shopping  is  preferred.  Customers  in  small  towns 
and  those  belonging  to  the  higher  income  group  show  greater  loyalty  to 
particular  retailers.  However,  there  is  a tendency  to  visit  several 
stores  for  comparison  before  making  a purchase.  Consumers  feel  that 
there  is  a considerable  price  variation  from  store  to  store.  A large 
number  of  customers  enjoy  bargaining. 

As  a source  of  information  to  consumers,  the  retailers  are  not 
helpful.  They  do  not  display  prices  of  goods  they  sell.  They  resent 
customers  visiting  their  stores  only  for  information.  Retailers  have 
a-  bad  image  among  the  consumers. 

Retail  margin  is  found  to  be  18  percent.  Net  return  on  capital 
invested  is  estimated  at  7 percent.1  Retail  margin,  of  course,  varies 
from  commodity  to  commodity. 


The  Research  Team  has  doubt  about  the  authenticity  of  these  figures. 
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Retailing  of  Consumer  Goods  in  West  Pakistan 

Retailing  of  consumer  goods  in  West  Pakistan  also  shows  a similar 
pattern.  However,  West  Pakistan  is  more  urban  than  East  Pakistan. 

There  is  a greater  number  of  large  cities  in  West  Pakistan  and  per 
capita  income  and  average  family  expenditures  are  higher  in  West  Pakistan. 
People  there  spend  more  on  consumer  goods  both  in  an  absolute  sense  and 
percentage  wise.  The  bulk  of  manufactured  goods  is  produced  in  West 
Pakistan.  Goods  are  comparatively  cheaper  in  West  Pakistan  and  are 
regularly  available.  West  Pakistan  has  better  transport  facilities. 

Retail  Trading  Areas  in  Pakistan 

Factors  that  determine  the  shape  and  size  of  the  wholesale  trading 
areas  are  also  the  factors  that  determine  the  shape  and  size  of  the 
retail  trading  areas.  For  similar  reasons,  as  in  the  case  of  whole- 
sale trading  areas,  the  retail  trading  areas  are  also  very  small  in 
Pakistan.  Added  factors  are:  (a)  Retailers  have  limited  stocks  and 

(b)  consumer  buys  in  small  quantities  as  and  when  necessity  arises. 

Chapter  Summary 

It  may  be  seen  from  the  previous  discussion  that  marketing  is 
probably  the  least  developed  aspect  of  Pakistan's  economy.  Marketing 
channels  tend  to  be  rather  long  and  center  around  wholesalers  who  are 
better  organized.  There  is  a feeling  that  some  superfluous  middlemen 
exist,  both  in  the  assembling  and  distributing  chains,  who  can  be 
eliminated  without  much  sacrifice  of  essential  marketing  functions, 
provided  things  are  better  organized. 

Retailing  seems  to  be  the  most  neglected  field.  The  least  change 
has  taken  place  in  this  field.  The  art  of  retailing  prevalent  in  the 
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middle  ages  is  still  in  vogue  in  major  areas  of  retailing  in  Pakistan. 

It  is  probable  that  organizational  and  operational  defects  are  two  of 
the  most  important  factors  responsible  for  inefficiency  and  higher 
costs  in  retailing  as  well  as  marketing  in  Pakistan. 

Retail  establishments  in  Pakistan  are  very  small  and  are  dominated 
by  independents.  In  East  Pakistan  less  than  4 percent  of  the  retail 
stores  are  owned  by  public  and  private  corporations  and  cooperatives.1 
A small  retailer  may  carry  on  business  with  meager  capital  and  limited 
stocks  and  must  procure  his  supply  practically  every  week  from  the 
nearest  small  wholesaler.  Even  then  he  faces  an  occasional  stockout 
causing  him  lost  sales  as  well  as  inconvenience  and  annoyance  to  the 
customers.  Every  time  he  makes  a purchase  he  must  visit  the  wholesaler, 
and  this  unnecessary  loss  of  time  adds  to  the  inefficiency  and  costs 
in  retailing.  Because  he  is  buying  in  small  lots  he  cannot  procure 
his  supply  from  a big  wholesaler  or  directly  from  a manufacturer.  This 
is  the  primary  reason  why  there  exists  an  additional  small  middleman. 

This  adds  to  the  cost  of  marketing.  An  attempt  will  be  made  in  Chapter 
VII  to  find  some  method  of  making  independent,  small  retailers  able  to 
operate  economically  and  efficiently,  while  continuing  to  be  small  and 
independent . 

Other  major  factors  which  affect  the  marketing  efficiency  in  Pakistan 
are:  (a)  Lack  of  promotional  efforts  on  the  part  of  manufacturers, 
wholesalers  and  retailers;  (b)  Lack  of  price  uniformity  among  different 
stores  which  encourages  bargaining,  an  inefficient  time  consuming 
process;  (c)  Lack  of  training  facilities  of  sales  personnel;  (d)  Lack 


. Faruk  and  M.  Safiullah,  op , cit . , p.  11. 
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of  credit  facilities  for  small  firms  engaged  in  distribution;  (e)  Lack 
of  refrigeration  and  shortage  of  space  in  pantry  areas;  and  (f)  Dis- 
persed population  and  the  lack  of  adequate  transport  facilities. 

No  particular  effort  will  be  made  in  this  study  to  ascertain  ways 
and  means  to  solve  them.  But  the  writer  hopes  to  take  up  all  or  some 
of  them  as  time  and  opportunity  permit  and  would  welcome  future  gener- 
ations of  students  to  follow  up  with  their  own  research. 


CHAPTER  VI 


POSSIBLE  ALTERNATIVES  TO  INDEPENDENT  MARKETING  ENTERPRISES 

The  factors  which  contribute  to  the  marketing  inefficiency  in 
Pakistan  may  be  classified  into  two  groups.  One  group  arises  from 

r 

within  the  firm  and  hence  is  controllable  by  the  firmj  the  other  group, 
which  arises  from  outside  the  firm,  is  beyond  the  control  of  the  firm. 
Obviously,  a single  firm  or  even  a group  of  firms  cannot  do  anything 
about  low  per  capita  income,  low  literacy  or  scattered  population.  It 
has  been  mentioned  in  the  previous  chapter  that  organizational  and 
operational  defects  are  two  of  the  most  important  factors  responsible 
for  the  inefficiency  of  marketing  in  Pakistan.  Surely,  marketing 
firms,  either  individually  or  in  cooperation  with  other  firms,  can  do 
something  about  these. 

A business  firm  may  be  publicly  or  privately  owned  or  it  may  be  a 

cooperative  organization.  The  government  is  usually  a poor  businessman 

because  it  is  difficult  for  it  to  develop  a commercial  attitude  when 

there  is  no  profit  motive  for  the  individuals  running  the  enterprise. 

It  is  the  standing  policy  in  Pakistan  to  keep  the  economic  activities 

as  much  as  possible  in  the  private  sector.1  It  has  been  mentioned 

2 

earlier  that  85  percent  of  the  production  facilities  in  Pakistan  are 


■'■Government  of  Pakistan,  The  Second  Five  Year  Plan  (1960-65).  p.  225. 

O 

Major  public  investments  are  restricted  in  social  overhead  capital. 
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privately  owned;  hence  it  would  be  inconsistent,  on  the  part  of  the 
government,  to  own  and  operate  distributive  firms.  This  leaves  the 
choice  between  private  ownership  and  cooperative  ownership  of  marketing 
firms  in  Pakistan  or  a combination  of  the  two.  The  suitability  of  some 
of  these  organizations,  therefore,  needs  to  be  examined. 

Producers'  and  Consumers'  Cooperatives 

A producer  cooperative  or  a cooperative  sales  association  has  been 
defined  by  Bakken  and  Schaars  as  "a  voluntary  business  organization 
established  by  the  member  patrons  to  market  farm  products  collectively 
for  their  direct  benefit.  Cooperative  sales  associations  are  based 
upon  the  fact  that  agricultural  production  is  essentially  a small  unit 
business.  "A  consumer  cooperative  (on  the  other  hand)  is  a marketing 
organization  owned  and  operated  for  the  mutual  benefit  of  consumer- 
owners,  who  have  voluntarily  associated  themselves  for  the  purpose."2 
Among  the  reasons  which  caused  the  farmers  or  the  consumers  to  set  up 
these  marketing  agencies  are:  (a)  to  lower  the  marketing  costs  and 
(b)  to  secure  better  price  for  the  farmers  or  to  buy  consumer  goods  as 
cheaply  as  possible.  They  are  attempts  to  substitute  cooperative 
efforts  of  growers  or  consumers  for  those  of  private  enterprise. 

Some  people  believe  that  the  sole  purpose  of  organizing  cooperative 
societies  is  to  eliminate  middlemen.  The  middlemen  are  eliminated  but 
the  functions  performed  by  the  middlemen  are  not  eliminated.  Hence  the 


. H.  Bakken  and  M.  A.  Schaars,  The  Economics  of  Cooperative 
Marketing,  New  York,  McGraw-Hill  Book  Company,  Inc.,  1937,  p.  3. 

2 

T.  N.  Beckman  and  W.  R.  Davidson,  op . cit , , p.  256. 
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success  of  a cooperative  society  lies  not  in  the  elimination  of  the 
micicll*2ifl^n  hut  in  the  efficient  performance  of  the  functions  of  the 
middlemen.  The  strength  of  a cooperative  organization  lies  in  pulling 
together  the  individual  selling  or  buying  powers  and  to  operate  as  an 
economic  unit.  "There  is  nothing  in  the  cooperative  plan  of  organiza- 
tion that  gives  it  any  privileges,  any  special  economic  rights  or 
powers,  or  any  extra  liberties  that  a private  business  does  not  enjoy. 

A cooperative  cannot  secure  high  prices  if  the  volume  of  products  to 
be  marketed  is  generally  in  excess  of  consumption  requirements;  it 
cannot  force  people  to  buy  if  they  are  not  inclined  to  do  so,  nor  can 
it  hope  to  have  low  costs  of  operation  with  small  volume,  inefficient 
management  and  overcapitalization.  Successful  cooperatives  have  real- 
ized success  not  because  they  controverted  the  laws  of  economics,  but 
because  they  skillfully  governed  their  activities  to  conform  to  these 
laws.  Thus,  they  have  been  able  to  meet  competition.  They  have  won 

trade  confidence  through  efficient  and  businesslike  methods  of  opera- 

. . -1 
tion . 

The  earnings  of  the  sellers'  and  consumers'  cooperatives  are  dis- 
tributed among  members  as  patronage  dividends  and  are  not  treated  as 
profits.  It  is,  therefore,  argued  that  cooperative  societies  are  getting 
tax  advantages  over  private  enterprises.  However,  in  this  respect  the 
cooperatives  are  getting  judiciary  support  for  the  view  that  patronage 
dividends  are  refund  for  excessive  deductions  for  marketing  costs  or 
refund  of  purchase  price  rather  than  profits. 


H.  H.  Bakken  and  M.  A.  Schaars,  op , cit . , p.  10. 
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History  of  the  Cooperative  Movement 

Though  the  idea  of  cooperation  is  as  old  as  human  society,  the 
birth  of  modern  cooperative  thought  dates  back  to  the  preaching  of 
Robert  Owen.  After  several  unsuccessful  attempts,  it  was  on  this  prin- 
ciple of  thrift  and  self-help  that  the  Rochdale  Pioneers  laid  the  foun- 
dation stone  of  the  modern  cooperative  movement  in  1844.  The  first 
cooperative  wholesale  society  was  established  in  1863. 1 Since  then 
consumer  cooperatives  have  achieved  notable  successes  in  several  Euro- 
pean countries,  especially  in  England,  the  cradle  of  consumer  cooperation. 

The  basic  principles  of  a cooperative  organization  are  as  follows: 

1.  Each  member  has  one  vote. 

2.  Return  on  share  capital  is  no  larger  than  the  prevailing  rate 
of  interest. 

3.  Earnings  are  distributed  according  to  volume  of  business  trans- 
acted with  the  society. 

4.  Membership  is  universal. 

5.  Neutrality  is  maintained  on  political,  racial  and  religious 
questions . 

6.  Part  of  the  income  is  set  aside  for  education. 

7.  Sales  are  made  on  cash  basis. 

8.  Sales  are  made  at  prevailing  market  rate. 

9.  Services  are  to  be  rendered  at  cost. 

Among  the  factors  responsible  for  the  success  of  consumer  cooper- 
ative in  European  countries  are  included: 


1 

Hebe  Spauli  and  D.  H.  Kay,  The  Co-operative  Movement  at  Home  and 
Abroad,  London,  Macmillan  and  Co.,  Limited,  1947,  pp.  13-25. 
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1.  A large,  relatively  well  paid  working  class  or  an  otherwise 
homogeneous  group  of  people  with  regular  income. 

2.  Cooperative  societies  have  entered  the  field  of  production  of 
consumer  goods. 

3.  A strong  wholesale  organization. 

4.  The  wholesale  society  has  undertaken  banking,  insurance,  in- 
vestment of  cooperative  funds,  building  cooperative  shops, 
factories  and  warehouses. 

5.  An  environment  characterized  by  small,  inefficient,  tradition- 
bound  retail  shops. 

Among  the  countries  where  cooperative  selling  of  farm  products  has 
most  flourished  are  Denmark,  Finland  and  Canada.  The  most  immediate 
reasons  for  starting  sellers'  cooperatives  are:  (a)  Low  prices  of  farm 

products;  (b)  high  marketing  costs;  (c)  wide  marketing  margins;  and  (d) 
excessive  freight  rates.1 

Denmark  is  perhaps  the  country  where  producers'  cooperative  has 
succeeded  most.  The  causes  of  Danish  success  may  be  summarized  as 
follows : 

1.  Competition  as  a national  economic  policy. 

2.  Farming  is  broadly  based  upon  ownership. 

3.  Farm  is  organized  on  the  basis  of  family  labor. 

4.  Access  to  cheap  and  abundant  capital. 

p 

5.  Cooperation  in  every  phase  of  agricultural  industry. 


. H.  Bakken  and  M.  A.  Schaars,  op . cit . . p.  46. 
^Ibid . , p . 94 . 
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The  Cooperative  Movement  in  the  United  States 

The  consumer  cooperative  has  not  been  successful  in  the  United 
States.  It  accounts  for  only  about  1 percent  of  all  retail  sales.  The 
population  of  the  United  States  is  not  homogeneous  like  that  of  the 
European  communities.  Retail  stores  in  the  United  States  are  much  more 
efficient, hence  cooperative  patronage  dividends  have  not  been  attractive. 
American  consumers'  cooperative  societies  have  failed  to  hire  profes- 
sional managers  and  have  not  kept  themselves  abreast  of  the  latest 
development  in  the  field  of  distribution.  American  consumers  with 
higher  discretionary  income  prefer  to  shop  in  a variety  of  stores 
rather  than  to  become  oriented  to  a specific  source.  However,  it  has 
been  to  some  extent  successful  in  the  farm  supply  markets  and  in  the 
areas  with  large  Scandinavian  population  in  Minnesota  and  Wisconsin  as 
well  as  in  certain  university  communities  such  as  Berkeley,  California, 
and  Hyde  Park  area  of  Chicago. 

Compared  to  consumers'  cooperatives,  producers'  cooperatives  have 
been  more  successful  in  the  United  States  in  certain  selected  fields 
of  farm  products.  They  have  been  organized  mostly  on  commodity  basis. 
Commodities  concerned  are  fruits  (especially  citrus),  cotton,  grain, 
forage  crops,  fluid  milk,  vegetables,  eggs  and  livestock.  Most  of  the 
societies  are  located  in  the  12  north  central  states.  The  area  next 
in  importance  is  the  Pacific  Coast.  There  are  four  types  of  associa- 
tions, viz.,  local  associations,  federated  associations,  centralized 
associations  and  combination  form  of  associations.  The  best  arrange- 
ment, the  author  believes,  is  to  form  local  associations  and  then  to 
affiliate  them  to  federated  associations  so  that  the  functions  which 
the  local  associations  cannot  economically  perform  can  be  better  per- 
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formed  by  the  federated  associations.  This  arrangement  bridges  the 
gap  between  the  producers  and  the  consumers. 

The  Cooperative  Movement  in  Underdeveloped  Countries 

In  the  underdeveloped  countries,  as  a group,  agricultural  operations 
are  small  scale,  distributive  systems  are  inefficient,  marketing  costs 
are  high,  freight  rates  are  exorbitant  and  the  prices  of  farm  produce 
are  low;  yet  the  margins  of  the  middlemen  are  maintained.  Hence  there 
is  a great  scope  for  organizing  producers'  cooperatives  in  these  coun- 
tries. Following  the  success  of  the  cooperative  selling  of  farm  produce 
in  Denmark,  Finland  and  Canada,  cooperative  sales  societies  have  been 
started  in  many  underdeveloped  countries,  notably  in  India.  But  the 
organization  never  attained  the  desired  success.  Among  the  reasons 
6-iven  for  the  cooperative  sales  associations  not  achieving  success  in 
India  are  included:  (a)  Absence  of  loyalty  on  the  part  of  the  growers; 

(b)  absence  of  central  or  federated  societies;  (c)  lack  of  adequate 
financial  support;  (d)  disagreements  between  the  board  of  directors 
and  managers;  (e)  inefficient  management;  and  (f)  apathy  of  the  private 
traders . 

Consumers’  cooperative  had  been  developed  in  England  as  a corollary 
of  working  class  movement  to  better  their  living  conditions.  Consumers’ 
movement  had  never  gathered  momentum  in  the  underdeveloped  countries. 

In  India  a number  of  consumers’  cooperative  stores  were  established 
during  World  War  I to  deal  in  rationed  commodities.  In  the  allotment 
of  quota  of  rationed  commodities  the  government  invariably  favored 
cooperative  institutions.  But  most  of  the  stores  had  to  close  up  as 
soon  as  the  war  was  over  and  price  control  and  rationing  abandoned.^ 


K.  N.  Naik,  The  Co-operative  Movement  in  the  Bombay  State.  Bombay, 
The  Popular  Book  Depot,  1953,  p.  195. 
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The  same  thing  was  repeated  during  the  World  War  II.  Now  in  the  current 
food  scarcity  also  the  government  is  again  giving  preference  to  the 
cooperative  stores  in  the  matter  of  allotment  of  imported  grains; 
hence  there  has  been  a mushroom  growth  of  consumers'  cooperative  in 
India.  A few  consumers'  cooperatives  which  are  functioning  with  some 
success  and  continuity  are  those  organized  either  by  some  labor  unions 
or  railway  employees,  where  there  is  a homogeneous  group  of  people  with 
a regular  income.  Factors  responsible  for  the  slow  growth  of  consumers' 
cooperative  in  India  are:  (a)  absence  of  homogeneous  people  with 

regular  income,  (b)  absence  of  strong  wholesale  society,  and  (c)  strong 
competition  from  the  private  traders.^ 

Puerto  Rico  is  an  underdeveloped  country  but  its  per  capita  income 
is  much  higher  than  Pakistan.  Moreover,  most  of  the  consumer  goods  and 
food  articles  sold  in  the  Puerto  Rican  market  are  imported  from  the 
United  States  and  as  such  are  standarized  products.  The  modern  coop- 
erative movement  in  Puerto  Rico  started  only  in  1952.  However,  in  its 
first  three  years  of  operation  it  gained  some  success  and  popularity 
in  food  retailing,  especially  among  the  rural  areas.  The  following 
are  some  of  the  reasons  for  success  of  consumers'  cooperative  in 
Puerto  Rico: 

1.  The  independent  retailers  of  Puerto  Rico  are  very  inefficient. 

2.  Retail  mark-up  is  very  high. 

3.  Propaganda  and  assistance  from  the  Department  of  Cooperatives 

2 

of  the  Agricultural  Extension  Service  Division. 


K.  N.  Naik,  The  Co-operative  Movement  in  the  Bombay  State.  Bombay, 
The  Popular  Book  Depot,  1953,  p.  195. 

2 

J.  K.  Galbraith  and  R.  H.  Holton,  Marketing  Efficiency  in  Puerto 
Rico,  Harvard  University  Press,  Cambridge,  Mass!,  1955,  pp.  189-92- 
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Three  years  are  too  short  a time  to  judge  the  viability  of  an 

organization.  However,  a study  group  of  the  Harvard  University  rec- 

ommended  an  expansion  of  the  system  into  some  of  the  rural  areas  of 
1 

the  island. 

Corporate  Chain  Stores  and  Multiple  Shops 

In  spite  of  abundant  literature  on  the  subject,  no  universally 
acceptable  definition  of  the  term  chain  store  has  been  developed.  Among 
the  most  important  factors  to  be  considered  in  defining  a chain  store 
are:  (a)  number  of  units  in  the  organization,  (b)  the  type  of  merchan- 

dise handled  or  the  kind  of  business,  (c)  the  place  of  operation,  (d) 
the  degree  of  central  ownership,  and  (e)  the  extent  of  centralized 
management.  On  the  basis  of  these  factors,  a chain  store  organization 
may  be  said  to  consist  of  two  or  more  centrally  owned  units,  handling 

on  the  same  plane  of  distribution,  substantially  similar  lines  of 
»»2 

merchandise . " 

According  to  the  above  definition,  two  or  more  units  may  constitute 
a chain.  But  since  1954  the  Bureau  of  Census  of  the  United  States 
considers  11  or  more  stores  as  a convenient  breaking  point.  Prior  to 
this  a group  of  four  or  more  stores  was  considered  a chain.3  Many 
chains  are  also  vertically  integrated,  but  this  feature  is  not  essential 
for  definition  or  classification  purposes. 


J.  K.  Galbraith  and  R.  H.  Holton,  Marketing  Efficiency  in  Puerto 
Rico,  Harvard  University  Press,  Cambridge,  Mass.,  1955,  pp.  189-92. 

2T.  N.  Beckman  and  W.  R.  Davidson,  op.  cit,,  p.  284. 

3 

E.  J.  McCarthy,  op . cit . . p.  514. 
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The  Basis  of  Chain  Store  Strength 

Chain  stores  organizations  are  essentially  large  scale  organiza- 
tions and,  as  such,  enjoy  the  benefits  that  come  from  large  scale  oper- 
ation . 

1.  They  can  buy  merchandise  on  more  favorable  terms. 

2.  They  enjoy  the  economy  from  the  integration  of  wholesaling 
with  retailing. 

3.  They  can  introduce  their  own  brand. 

4.  They  can  make  effective  use  of  advertising  and  sales  promotion. 

5.  They  may  have  favorable  location  for  their  stores. 

6.  They  can  spread  their  risks  among  different  stores. 

7.  They  have  the  flexibility  for  experimentation. 

Competitive  Disadvantages  of  Chain  Stores 

Chain  stores  have  the  usual  weaknesses  of  all  large  scale  retailing 
institutions,  as  well  as  a few  additional  ones.  They  include: 

1.  Increasing  communication  difficulties,  up  and  down  the  manage- 
ment hierarchy. 

2.  Diminishing  return  is  now  apparent  in  many  large  scale  operations. 

3.  Increased  difficulties  with  labor  unions. 

4.  Inflexibility  of  central  decision  and  lack  of  initiative  on  the 
part  of  the  individual  stores. 

5.  Failure  to  respond  to  the  specialized  needs  of  the  consumers 
such  as  desire  for  personal  recognition,  assistance  in  locating 
desired  items,  product  information,  exhibition  of  friendliness 
and  warmth  by  employees  and  choice  from  a reasonable  assortment.1 


1 

A.  F.  Doody  and  W.  R.  Davidson,  "Growing  Strength  in  Small  Retail- 
ing," Harvard  Business  Review.  July/August,  1964,  p.  73. 


195 


6.  Problems  of  loyalty  and  interest  of  employees  in  the  stores. 

7.  Federal  and  state  laws  curbing  the  expansion  of  chain  stores. 

Origin  and  Growth  of  Chain  Stores  in  the  United  States 

Although  the  modern  chain  store  is  of  recent  origin,  the  chain 

idea  of  distribution  has  many  forerunners.  The  first  modern  chain  store 

was  established  in  the  United  States  in  1858  by  the  Atlantic  and  Pacific 

Tea  Company.  But  most  expansion  of  chain  stores  took  place  between 

1900  and  1928.  The  First  Census  of  Business,  1929,  found  that  the 

chain  organization,  with  four  or  more  units,  controlled  20  percent  of 

1 

all  retail  stores.  The  discovery  led  to  the  passing  of  anti-chain 
store  laws  by  several  states.  The  Robinson-Patman  Amendment,  1936  to 
the  Clayton  Act,  1914  and  Sherman  Act,  1890,  was  designed  in  part  to 
curb  some  of  the  activities  of  chain  stores.  Since  then  their  growth 
has  been  slow.  In  1948  about  22  percent  of  all  retail  sales  were  made 
by  the  chain  stores,  which  accounted  for  6 percent  of  all  retail  estab- 

p 

lishments.  In  1954  chain  stores  with  4 or  more  units  were  6.1  percent 
of  all  stores  and  accounted  for  23  percent  of  all  retail  sales.1 * 3 

It  seems  that  chain  stores  prefer  to  concentrate  in  a few  kinds  of 
retailing  where  the  operations  can  be  fairly  standardized.  The  variety 
store  chains  and  the  department  store  chains  had  81  and  76  percent, 


1T.  N.  Beckman  and  H.  C.  Nolen,  The  Chain  Store  Problem.  New  York, 
McGraw-Hill  Book  Company,  Inc.,  1938,  pp.  14-25 . " 

^F°r  the  sake  of  consistency  and  comparison  stores  with  four  units 
have  been  taken  as  chain  stores. 

3 

U.  S.  Government,  The  Bureau  of  Census,  Census  of  Business,  1963, 
Vol.  1,  Retail  Trade  Summary  Statistics,  Part  I,  U.  S.  Government  Print- 
ing Office,  Washington,  D.  C.,  1966,  p.  4-3. 
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respectively  of  all  retail  sales  in  these  two  areas  in  1958.  The  next 

in  order  of  importance  is  grocery  store  chains  with  40  percent  of  all 

grocery  sales  in  1961.  Chains  are  largely  urban  institutions  and 

tend  to  gravitate  to  sections  of  the  country  which  are  densely  populated.^ 

Between  1954  and  1958  the  tendency  of  chain  stores  was  to  grow  in  size 

and  not  in  number.  This  raised  the  capital  needs  and  managerial  skills. 

In  1958  chain  stores  accounted  for  6.4  percent  of  all  stores  but  27 

3 

percent  of  all  retail  sales.  However,  the  opening  of  planned  suburban 
shopping  centers  gave  a new  impetus  to  the  chain  stores.  In  1963  chain 
stores  with  four  or  more  units  accounted  for  8.3  percent  of  all  stores 

4 

and  30  percent  of  all  retail  sales. 

Chain  Stores  in  Underdeveloped  Countries 

Chain  stores  are  not  common  in  underdeveloped  countries.  However, 
the  Sears  Roebuck  and  Company,  the  biggest  corporate  chain  of  the  United 
States,  has  recently  opened  stores  in  some  of  the  Latin  American  coun- 
tries such  as  Mexico,  Brazil,  Venezuela,  Colombia  and  Peru.  These  coun- 
tries are  underdeveloped  compared  to  the  United  States  but  have  a much 
higher  per  capita  income  than  Pakistan.  Moreover,  Sears  in  these 
countries  is  not  a low  price  merchandiser.  In  the  richer  of  these  coun- 
tries it  caters  to  the  middle  class,  whereas  in  the  poorest  of  these 
countries  it  caters  to  the  upper  middle  class  only. 


E.  J.  McCarthy,  op . cit . , p.  514. 

2 

T.  N.  Beckman  and  H.  C.  Nolen,  op.  cit..  pp.  40-41. 

3 

U.  S.  Government,  The  Bureau  of  Census,  Census  of  Business,  1963. 

p.  4-2. 

4 

Ibid. , p.  4-2. 
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The  salient  feature  of  the  Sears'  operation  in  these  underdeveloped 
countries  is  that  it  applies  the  same  policies  and  principles  that  it 
applies  in  the  United  States,  and  carries  more  or  less  the  same  merchan- 
dise, although  most  of  it  is  produced  in  these  countries.  It  has  given 
a standard  of  operation  which  other  retailers  are  slowly  taking  up. 

Sears  also  has  been  to  some  extent  instrumental  in  getting  established 
hundreds  of  new  manufacturers  making  new  goods.1 

O 

In  the  mid-1950's  one  chain  store  distributor  with  30  outlets  was 
operating  in  the  cane  workers  rural  settlements,  at  the  mills  and  in 
some  of  the  nearby  towns  of  Puerto  Rico.  Because  of  its  former  close 
association  with  the  sugar  company  it  did  not  engage  in  price  competition 
with  the  independent  stores  in  the  manner  of  chain  stores  on  the  main- 
land U.S.A.  Nonetheless  it  was  earning  a handsome  margin  because  of 
the  prevalent  high  retail  markup. 

In  Puerto  Rico  family  incomes  and  the  number  of  family  automobile 
registrations  are  much  lower  than  in  mainland  U.S.A.  It  is  doubtful 
whether  San  Juan,  the  most  prosperous  market  area  of  the  island,  will 
be  able  to  support  an  American  type  chain  organization.  Hence  while 
recommending  chain  stores  organization  for  food  retailing  on  the  island 
the  Harvard  Study  emphasizes  the  establishment  of  several  small  stores 
(10,000  square  feet)  with  parking  space  for  about  50  cars  for  larger 
cities.  In  smaller  towns  it  recommends  that  the  chain  stores  organiza- 
tion incorporates  the  existing  small  independent  stores,^  At  present 


P.  F.  Drucker,  op ■ cit  ■ , p.  257. 

2 

There  were  14,000  grocery  stores  in  the  island  at  that  time. 

3 

J.  K.  Galbraith  and  R.  H.  Holton,  op . cit . , pp.  185-89. 
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many  units  of  a chain  called  Pueblo  Stores  are  operating  in  Puerto 
Rico.  They  must  be  doing  fine.  This  is  evident  from  the  fact  that 
stocks  of  the  Pueblo  Stores  are  selling  at  a premium  in  the  New  York 
Stock  Exchange. 

The  Multiple  Shops 

The  multiple  shops  are  essentially  chain  stores.  The  only  differ- 
ence is  in  their  ownership.  In  the  case  of  multiple  shops  the  stores 
are  owned  and  managed  by  the  manufacturers.  A few  hundred  retail  shoe 
stores  operating  in  large  cities  and  small  towns,  run  by  the  Bata  Shoe 
Company  of  Pakistan,  are  a good  example  of  direct  sale  by  a manufacturer 
in  Pakistan.  Although  the  Bata  Shoe  Company  does  not  have  the  absolute 
monopoly  of  the  shoe  industry  of  Pakistan,  it  is  the  only  big  manufac- 
turer of  shoes  in  Pakistan.  There  are  no  other  shoe  manufacturers  near 
in  size.  There  are  hundreds  of  small  shoe  factories  throughout  the 
country,  but  only  the  Bata  Shoe  Company  has  the  volume  of  products  and 
financial  resources  to  undertake  direct  selling  through  multiple  shops. 
It  does  extensive  advertising.  The  employess  of  the  Bata  shops  receive 
a fixed  salary  plus  a percentage  on  gross  margins,  known  as  acquired 
salary. 


Wholesale-Sponsored  Voluntaries  and 
Retailer-Owned  Cooperatives 

Rising  competition  from  chain  stores  since  the  1920 's  and  the  in- 
creased number  of  store  failures  since  the  1930 ' s are  responsible  for 
the  birth  of  a new  concept  of  'wholesaler-retailer  teamwork'.  These 
wholesaler-retailer  associations  may  take  any  of  several  forms,  but  the 
two  most  important  are  wholesale-sponsored  voluntaries  and  retailer- 


owned  cooperatives. 
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A wholesale-sponsored  voluntary  group  is  an  association  of  inde- 
pendent retailers  who  have  decided  voluntarily  to  adhere  to  a partic- 
ular wholesaler  s supply  and  service  program  in  order  to  carry  on  a 
unilied,  integrated  merchandising  program.  A retailer-owned  cooper- 
ative "is  an  organization  instituted  and  sponsored  by  a group  of  inde- 
pendent retailers  who  jointly  buy  and  operate  a wholesale  warehouse."^ 
There  is  a distinct  difference  between  a consumers’  cooperative 
and  a retailer-owned  cooperative.  The  former  is  formed  for  group 
marketing,  whereas  the  latter  is  a properly  constituted  corporation, 
of  which  the  member-retailers  are  the  stockholders.1 2 3 4  The  cooperation 
in  the  latter  case  is  at  the  wholesale  level.  The  difference  between 
a retailer  owned  cooperative  and  a wholesale  sponsored  voluntary  lies 
in  their  respective  ownership.  The  former  is  owned  by  the  member-re- 
tailers and  the  surplus  is  distributed  among  them  as  a patronage  divi- 

4 

dend.  The  latter  is  owned  independently. 

As  both  wholesale-sponsored  voluntaries  and  retailer-owned  cooper- 
atives are  relatively  unknown,  their  formation  and  working,  advantages 
and  disadvantages,  and  their  development  in  the  United  States  should  be 
discussed  somewhat  in  more  detail. 


1 Jerry  Peck,  "The  Voluntary  Group  Concept  of  Food  Distribution, " 
Progressive  Grocer,  Vol . 45,  No.  4,  April,  1966,  p.  300. 

2 

w.  J.  Stanton,  op.  cit.,  p.  281. 

3 1 1 

R.  0.  Harb,  New  Horizon  for  Retailer-Owned  Cooperatives," 
Progressive  Grocer.  Vol.  45,  No.  4,  April,  1966,  p.  311. 

4R.  L.  Childress,  Trends  and  Prospects  for  Affiliated  Food  Retailers. 
University  of  Delaware,  1962,  p.  5. 
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Formation  and  Working  of  the  Wholesale-Sponsored  Voluntaries 
and  Retailer-Owned  Cooperatives 

In  order  to  become  a member  of  a voluntary  group  an  affiliated 
retailer  is  required  to  meet  certain  requirements,  set  by  the  voluntary 
wholesaler . These  requirements,  however,  may  vary  from  group  to  group. ^ 
Independent  Grocers  Alliance,  one  of  the  largest  voluntary  group  whole- 
salers, expects  its  affiliated  retailers  to:  (a)  identify  themselves 

and  their  operations  as  members  of  the  group;  (b)  cooperate  100  percent 
in  all  merchandising  programs;  (c)  cooperate  fully  with  their  supplier's 
advertising  and  promotional  programs;  (d)  channel  all  purchasing  through 
their  supplier;  and  (e)  to  think  in  terms  of  growth  and  expansion.1 2 

A retailer-owned  cooperative  is  usually  chartered  as  a business 
corporation,  and  is  subject  to  state  and  federal  regulations  governing 
such  organizations.  Each  member-retailer,  regardless  of  size,  owns  one 
share  of  stock.  If  a member  leaves,  he  must  sell  his  stock  to  the  cor- 
poration. In  this  way,  no  one  but  active  members  can  be  stockholders. 
Besides  purchasing  of  a stock  upon  joining  the  organization,  each 
member  must  make  a money  deposit  with  the  warehouse,  to  equal  two  to 
three  times  the  normal  weekly  purchases.  This  provides  the  distribution 
center  with  its  necessary  operating  capital.  In  addition,  the  member 
may  invest  additional  money  in  his  warehouse  for  expansion  purposes  or 
to  provide  additional  capital.  Interest  is  paid  to  the  members  for  the 


1R.  L.  Childress,  Trends  and  Prospects  for  Affiliated  Food  Retailers. 
University  of  Delaware,  1962,  p.  56. 

2 

Independent  Grocers'  Alliance,  Answers  to  Often  Asked  Questions 
about  IGA;  IGA  Booklet  (undated,  no  pagination) . 
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use  of  these  funds.  However,  there  may  be  considerable  variations  in 

2 

the  requirements  for  memberships  in  different  cooperatives. 

All  purchases  by  the  member-retailers  are  billed  at  cost,  plus  a 
low  overcharge  added  to  cover  operating  expenses.  A retailer-owned 
company  retains  no  profits.  "At  the  end  of  the  fiscal  year,  after 
expenses  have  been  paid,  money  left  is  refunded  to  the  member  in  the 
form  of  overcharge  or  patronage  refund,  with  the  refund  prorated  ac- 
cording to  the  volume  of  business  transacted  with  the  warehouse  in  the 
preceding  12  months,  or,  in  some  instances,  according  to  the  member's 
contribution  to  the  total  gross  overcharge.  ^ Since  the  corporation's 
by-laws  oblige  it  to  refund  this  overcharge,  the  corporation  earns  no 
profit,  hence  pays  no  tax.  The  taxes  on  this  amount  are  paid  by  the 
retailers  who  receive  the  refund.  "in  other  words,  while  the  retailer- 
owned  group  is  organized  as  a corporation  and  operated  for  profit,  it 
is  for  profit  at  the  retail  level,  and  not  at  the  wholesale  level."* 2 3 4 

The  Advantages  of  Voluntary  and  Cooperative  Groups 

The  advantages  of  voluntary  and  cooperative  groups  may  stem  from 
any  of  the  three  categories  mentioned  below: 

1.  Through  their  centralized  organization  they  are  making  avail- 
able to  their  members  economic  advantages,  once  available  to 
the  larger  fully  integrated  companies.  These  include:  (a) 


''‘Cooperative  Food  Distributors  of  America,  CFDA  Booklet  (undated, 
no  pagination) . 

2 

R.  L.  Childress,  op . cit . . p.  17. 

3 

Cooperative  Food  Distributors  of  America,  op.  cit.  (no  pagination) . 
"ibid , (no  pagination) . 
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Economy  arising  out  of  mass  handling  of  merchandise  by  the 
central  organization;  (b)  price  advantages  by  tie-in  with  the 
manufacturers;  (c)  cost-plus  pricing  which  enables  the  individ- 
ual retailers,  who  are  members  of  the  cooperative  group,  to 
sell  as  cheaply  as  chain  stores. 

2.  Advantages  of  independent  retailers  who  are  members  of  the 
wholesale-sponsored  voluntaries  or  retailer-owned  cooperatives 
lie  in  successfully  exploiting  the  problems  which  now  confront 
large  retailers. 

3.  Advantages  from  flexible  operation,  to  cater  to  the  needs  of 
the  changing  consumers  who  are  revolting  against  mass  merchan- 
dising. As  a result  of  rising  income  and  a higher  level  of 
education  and  other  factors,  markets  are  becoming  increasingly 
fragmented.  The  individual  members,  who  are  members  of  the 
group,  by  retaining  their  flexibility  of  operation  are  in  a 
better  position  to  cater  to  the  needs  of  these  fragmented 
groups.  Because  of  the  decentralized  decisions  independent 
retailers,  who  are  members  of  a group,  can  adapt  their  opera- 
tion techniques  to  the  needs  of  their  customers.  Being  a local 
organization  they  can  better  identify  themselves  with  the  locality 
and  enjoy  the  patronage  of  the  local  customers. 

Disadvantages 

1.  The  main  disadvantages  of  the  retailer-owned  cooperatives  are 
their  failure  to  develop  adequate  back-up  executive  talent  and 
their  inability  to  finance  retailing  owing  to  the  peculiarity 
of  cooperative  capital  structure.1 


1R.  0.  Ilarb, 


op . cit . . 


p.  310. 
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2.  The  cost-plus  basis  is  simple  in  theory,  but  difficulties  arise 
in  its  implementation.  It  is  difficult  to  set  realistic  charges 
to  be  realized  from  the  retailers  on  various  size  orders. 

3.  Voluntary  group  wholesalers  have  a problem  with  customer  rela- 
tions. Problems  arise  when  some  associate  members  of  a volun- 

tary  group  sell  their  retail  stores  to  nonmembers  or  to  chain 
1 

stores . 

4.  Rigid  and  exacting  requirements  for  retail  membership  have 
excluded  many  retailers  from  becoming  members  of  voluntary 
groups . 

Development  of  Wholesale-Sponsored  Voluntaries  and 
Retailer-Owned  Cooperatives  in  the  United  States 

In  the  United  States  "the  fastest  growing  segment  of  the  food 
business  today  is  the  independent  retailer  affiliated  with  a voluntary 
group  or  cooperative  wholesalers  and  with  other  like  minded  retailers."* 2 3 
Prior  to  1910  the  food  retailing  industry  of  the  United  States  was 
typically  independent.  Independently-owned  service  wholesale  distrib- 
utors supplied  merchandise  to  these  independent  retail  stores.  With 
the  advent  of  chain  stores,  the  independent  retailers  realizing  the 
dire  consequence  which  faced  their  industry,  turned  to  two  sources  for 
relief  from  the  situation.  One  was  the  wholesale-sponsored  voluntaries, 

Q 

the  other  was  the  retailer-owned  cooperatives. 


^R.  L.  Childress,  op ■ cit . . pp.  13,  25. 

2Ibid . , p.  1. 

3 

Cooperative  Food  Distributors  of  America,  op.  cit.  (no  pagination). 
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The  first  voluntary  group,  known  as  Red  and  White,  was  established 

in  1921  by  S.  M.  Fliekinger  in  Buffalo.  However,  most  of  the  develop- 

ment  of  voluntary  groups  took  place  during  the  1930 's.  As  early  as 

1939,  there  were  638  voluntary  group  grocery  wholesalers  in  the  United 
1 

States . 

The  success  of  the  Rochdale  Pioneers  in  1844  soon  became  impressed 
upon  other  levels  of  the  business  community.  The  first  retailer-owned 
cooperative  wholesale  society  was  formed  in  Frankfourt,  Germany  in  1887. 
The  first  American  retailer- owned  cooperative,  The  Frankford  Grocery 
Company,  was  organized  in  Philadelphia  in  1888.  Though  organized 
earlier  the  retailer-owned  cooperatives  made  their  greatest  progress 
during  the  post-Second  War  period. 

The  development  of  modern  super  markets  since  1930 's  is  a major 
factor  in  the  phenomenal  growth  of  voluntary  and  cooperative  groups j 
while  the  chain  stores  forced  the  independent  retailers  to  turn  to 
voluntary  and  cooperative  enterprises,  the  super  market  provided  the 
means  by  which  the  groups  could  function  at  their  highest  levels.2’3 
The  following  table  (Table  26)  shows  the  growth  of  voluntary  and 
cooperative  groups  in  the  food  retailing  of  the  United  States  between 
1940  and  1961. 


^R.  L.  Childress,  op , cit . . p.  56. 
o 

Jerry  Peck,  op . cit . , p.  300. 

3 

Cooperative  Food  Distributors  of  America,  op.  cit.  (no  pagination) . 
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TABLE  26 

GROWTH  OF  AFFILIATED  INDEPENDENT  RETAILERS 
BETWEEN  1940-61a 

(Percenta^e_of  t^tallLS.  grocery  store  sales) 


Chains 

37% 

37% 

36% 

39% 

40% 

Unaffiliated 

Independents 

34% 

30% 

28% 

14% 

11% 

Affiliated 

Independents 

29% 

33% 

36% 

47% 

49% 

Year 

1940 

1949 

1954 

1959 

1961 

aSource:  R.  L.  Childress,  op ■ cit . , p.  7. 


In  1965  out  of  a total  of  $65  billion  retail  food  stores  sales  in 
the  United  States  voluntary  group  retailers  and  cooperative  group  re- 
tailers accounted  for  $14.7  billion  and  $12  billion,  respectively,^ 
while  voluntary  wholesalers  accounted  for  48  percent  of  the  $17.13 
billion  wholesale  sales  volume  of  food.2 

Wholesale-Sponsored  Voluntaries  and  Retail-Owned 
Cooperatives  in  Underdeveloped  Countries 

Voluntary  and  corporate  wholesaling  is  virtually  unknown  in  the 
underdeveloped  countries.  Attempts  were  made  by  Puerto  Rican  retailers 
in  the  past  to  organize  into  cooperative  buying  groups,  but  the  plans 
did  not  succeed.  Problems  faced  by  the  retailers  included:  (a)  diffi- 

culty in  raising  capital  among  the  retailers;  (b)  absence  of  competent 
and  mutually  acceptable  managers;  and  (c)  domination  by  large  retailers 


'The  Three  Faces  of  Food  Retailing"  (Staff  Contribution),  Proe;res- 
sive  Grocer,  Vol . 45 , No.  4,  April,  1966,  p.  299. 

2 

Jerry  Peck,  op.  cit.,  p.  300. 
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who  held  a large  number  of  share  stocks.1  It  seems  that  they  did  not 
try  to  organize  retailer-owned  cooperatives  on  the  basis  of  equal 
membership , 

Italy  is  an  advanced  country  as  far  as  industrial  development  is 
concerned  but  it  has  lagged  far  behind  the  United  States  and  other 
Western  European  nations  in  respect  to  the  development  of  the  modern 
retailing.  Fragmentation  of  the  market  is  particularly  prevalent  in 
retailing.  At  the  end  of  1961  there  were  1,216,616  retail  outlets,  of 
which  908,344  were  stores  and  308,272  itinerant  merchants.  Retail 
stores  in  Italy,  on  the  average,  employ  1.8  persons.  One  explanation 
is  that  most  of  the  itinerant  merchants  are  street  vendors  or  door-to- 
door  salesmen,  who  do  not  generally  employ  any  person.2 *  There  are  more 
itinerant  traders  in  northern  and  central  regions  than  in  the  southern 
regions  of  Italy. 

Voluntary  and  cooperative  group  wholesalers  have  recently  become 
popular  in  Italy.  At  the  end  of  1962  there  were  74  wholesale— sponsored 
voluntaries  with  7,200  associated  members  and  126  retailer— owned  coop- 
eratives with  8,211  retail  members.  "Of  the  15,411  store  members  of 
these  categories,  fully  73.8%  were  located  in  the  North,  22.6%  in  the 
Central  regions,  and  a mere  3.6%  in  the  South.  The  number  of  retail 
stores  in  these  groups  is  growing  rapidly,  having  increased  17%  from 
1961  to  1962. "4 


1J . K.  Galbraith  and  R.  H.  Holton,  op.  cit..  pp.  185-86. 

2 

David  Carson,  "Marketing  in  Italy,”  Journal  of  Marketing.  Vol . 30, 
No.  1,  January,  1966,  p.  13. 

3„  . 

Giancarlo  Ravazzi. op.  cit . . p.  34, 

4David  Carson,  "Marketing  in  Italy,”  Journal  of  Marketing.  Vol.  30, 
No.  1,  January,  1966,  pp.  13-14. 


CHAPTER  VII 


SUMMARY,  EVALUATION  AND  RECOMMENDATION 
Summary 

Introduction 

In  order  to  uplift  the  economic  condition  of  the  people,  Pakistan 
has  taken  up  economic  development  as  its  national  goal.  But  marketing, 
which  is  the  vehicle  of  economic  development,  has  been  completely  neg- 
lected in  Pakistan.  Improvement  in  marketing  efficiency  may  come 
either  from  improved  technology  that  reduces  marketing  costs  or  from 
changes  in  the  intensity  of  competition  that  reduces  monopoly  price  or 
both.  The  factors  that  contribute  to  the  marketing  inefficiency  in 
Pakistan  may  broadly  be  classified  into  three  groups:  (a)  socio- 

economic factors,  (b)  physical  factors  and  (c)  institutional  factors. 

Socio-Economic  Factors  Affecting  Marketing 
in  Pakistan 

According  to  the  1961  census,  Pakistan  has  a population  of  93.72 
million.  Only  13.1  percent  of  the  population  lives  in  the  urban  areas. 
But  the  urban  population  is  growing  at  a faster  rate.  In  1965  Pakistan's 
GNP  and  per  capita  income  were  Rs . 45,540  million  and  Rs . 407,  respec- 
tively. The  average  family  in  Pakistan  consists  of  5.5  members.  The 
average  monthly  family  expenditure  in  Pakistan  is  Rs . 144.68.  More 
than  62  percent  of  it  is  spent  on  food.  Only  11  percent  of  the  families 
has  a monthly  income  above  Rs . 300,  which  is  a bare  minimum  for  living 
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in  Pakistan.  For  many  commodities  the  market  is  limited  to  the  upper  1 
or  2 percent  of  the  families.  However,  a long-term  perspective  plan 
covering  a period  of  20  years  from  1965-66  to  1984-85,  was  drawn  and 
went  into  operation  in  1965.  When  completed  it  expects  to  quadruple 
the  GNP  and  raise  the  per  capita  income  two  and  one  half  times. 

It  has  been  estimated  that  only  15  percent  of  the  economic  activ- 
ities of  the  country  is  under  direct  Government  control.  Although  a 
large  segment  of  the  economy  has  been  left  to  private  enterprise,  the 
Government  exercises  a general  control  and  supervision  over  the  economy 
as  a whole. 

Pakistan  is  primarily  an  agricultural  country.  Agriculture  con- 
tributes 49.1  percent  of  her  GNP  and  earns  53  percent  of  her  foreign 
exchange.  In  East  Pakistan  only  7.5  percent  of  the  families  has  more 
than  10  acres  of  land  to  cultivate.  As  a consequence  individual  farmers 
have  very  little  marketable  surplus. 

Considering  the  fact  that  Pakistan  did  not  inherit  much  industry 
at  independence,  the  Government  of  Pakistan  gave  highest  priority  to 
the  industrialization  of  the  country.  Industries  have  not  been  dis- 
persed uniformly  throughout  Pakistan.  There  are  both  interregional  and 
intraregional  disparities.  Another  characteristic  feature  of  the 
industrial  growth  in  Pakistan  is  the  concentration  of  industrial  power. 

At  the  time  of  partition  75  percent  of  the  contribution  of  the  indus- 
trial sector  to  the  total  national  output  was  made  by  small  scale  in- 
dustries. Since  then,  although  its  contribution  to  the  total  was  falling 
percentage  wise,  in  an  absolute  sense  small  industries  expanded  nearly 
by  50  percent  between  1950  and  1966. 


There  was  very  little  direct  trade  between  the  regions  of  East  and 
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West  Pakistan  in  undivided  India.  Partition  of  India  and  the  integra- 
tion of  East  and  West  Pakistan  led  to  the  growth  of  direct  trade  be- 
tween the  two  regions. 

At  present  the  most  important  trading  partners  of  Pakistan  are 
the  United  States,  the  United  Kingdom,  Japan  and  West  Germany.  Formerly 
90  percent  of  Pakistan's  exports  consisted  of  primary  products.  At 
present  about  one-third  of  her  exports  are  manufactures.  In  the  case 
of  import  trade  the  traditional  imports  of  consumer  goods  have  lately 
been  reduced  while  imports  of  machinery,  spare  parts,  fuel  and  raw  ma- 
terials have  increased. 

At  present  there  is  no  regulated  market  in  East  Pakistan.  An 
Agricultural  Marketing  Regulation  Bill,  passed  by  the  East  Pakistan 
Provincial  Assembly  in  1964,  intends  to  set  up  54  regulated  markets  in 
East  Pakistan  during  the  Third  Five  Year  Plan  period.  In  the  West  Punjab 
region  of  West  Pakistan  more  than  100  regulated  markets  have  already 
been  set  up.  A cotton  exchange  had  been  set  up  in  Karachi  in  1955. 

There  is  no  organized  futures  market  as  such  for  jute  or  jute  exchange 
in  Pakistan.  There  are  only  two  registered  stock  exchanges,  one  in 
Karachi  and  the  other  in  Dacca. 

On  June  30,  1964  there  were  13  Pakistani  banks  with  1,106  banking 
offices.  These  banking  offices  together  with  branches  of  foreign  banks 
have  amply  provided  the  short-term  financial  needs  of  the  large  enter- 
prises in  Pakistan,  but  the  short-term  financial  needs  of  the  small  en- 
terprises have  remained  unsatisfied.  Though  the  value  of  life  insurance 
business  has  increased  many-fold,  the  fire  insurance  business  has  risen 
rather  slowly  in  relation  to  the  growth  of  the  economy.  Fire  insurance 
facilities  are  not  normally  available  at  the  primary  market  levels  in 
Pakistan  as  the  risk  involved  is  very  high. 
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Marketing  Functions  in  Pakistan 

Pakistan  did  not  receive  a fair  share  of  the  existing  transport 
system  of  undivided  India.  Between  the  two  regions  of  Pakistan,  West 
Pakistan  had  better  transport  and  port  facilities.  Some  improvements 
have  been  made  with  respect  to  railways,  roads  and  inland  water  trans- 
portation since  independence,  but  much  more  remains  to  be  done.  The 
meager  port  facilities  that  Pakistan  had  at  independence  have  been  in- 
creased many-fold,  yet  the  capacity  is  not  sufficient  to  cope  with  the 
peak  time  demand.  Storage  facilities  available  to  the  farmers  and  the 
primary  dealers  are  inadequate  in  Pakistan.  Types  of  storage  facilities 
available  to  the  secondary  dealers  are  not  very  satisfactory  either. 

Farmers  in  Pakistan  know  very  little  of  grading.  In  some  cases, 
where  grading  is  possible,  it  is  not  encouraged  by  the  purchasers.  The 
Pakistan  Standards  Institute  has  made  a start  in  standard  and  quality 
control  by  the  preparation  of  some  500  national  standard  specifications 
for  various  food  products,  textiles,  chemicals  and  electrical  and 
mechanical  goods. 

In  Pakistan  marketable  surpluses  of  most  commodities  come  from 
small  producers,  scattered  all  over  the  country.  Hence  the  products 
must  be  assembled  before  they  can  be  marketed  through  the  usual  dis- 
tribution channel. 

A seller's  market  situation  exists  in  the  marketing  of  many  con- 
sumer goods  in  Pakistan.  Most  of  the  manufacturers  in  Pakistan  are 
product-oriented  and  advertising  and  other  forms  of  sales  promotion  are 
sparsely  used  in  Pakistan, 

In  the  absence  of  institutional  credit,  growers  are  often  compelled 
to  take  advances  from  the  dealers.  In  such  cases  the  growers  receive 
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unfavorable  prices.  Growers'  financial  need  is  one  of  the  causes  of 
early  sale  of  farm  produce  in  Pakistan.  In  the  absence  of  short-term 
loans  from  the  commercial  banks  the  retailers  and  the  small  wholesalers 
in  Pakistan  have  to  rely  on  their  own  resources.  This  compels  them 
to  take  recourse  to  frequent  indenting  causing  higher  ordering  and 
transport  costs. 

In  Pakistan  there  are  paucity  of  market  data.  Data  on  many  impor- 
tant economic  aspects  have  never  been  collected.  In  some  cases  the 
collected  data  are  not  systematically  analyzed;  in  other  cases  the 
results  are  made  available  so  late  that  their  significance  is  gone  by 
the  time  they  are  made  public. 

Marketing  Channels  and  Intermediaries 
in  Pakistan 

As  industrial  production  in  Pakistan  is  dispersed  among  many  small 
firms,  a group  of  wholesalers  must  concentrate  the  products  before  they 
can  follow  the  usual  orthodox  channel.  Similarly  as  marketable  surpluses 
of  agricultural  products  in  Pakistan  come  from  large  number  of  small 
farms  scattered  all  over  the  countryside,  a large  number  of  intermedi- 
aries usually  intervene  in  the  process  of  concentration. 

Most  of  the  production  units  and  retail  outlets  in  Pakistan  are 
small  scale  operations.  Large  manufacturers  also,  by  tradition,  are  in 
the  habit  of  assigning  the  responsibility  of  marketing  to  the  merchant 
wholesalers.  Because  of  these  and  other  factors,  wholesalers  occupy  a 
dominant  position  in  the  marketing  structure  of  Pakistan.  Most  of  the 
wholesalers  in  Pakistan  are  either  limited  service  wholesalers  or  cash 
and  carry  wholesalers.  Wholesale  trading  areas  are  relatively  small  in 


Pakistan. 
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It  is  presumed  that  the  number  of  retail  stores  in  Pakistan  has 
increased  sharply  during  the  last  few  years  but  there  have  been  rela- 
tively few  changes  in  the  size  and  operating  characteristics  of  most 
of  them.  Village  people  of  East  Pakistan  buy  their  supply  of  necessary 
articles  from  the  village  markets  which  are  held  once  or  twice  a week. 
Hawkers  and  village  grocers  are  the  alternative  sources  of  supply  of 
the  villagers.  For  the  purpose  of  buying  shopping  goods  the  villagers 
must  visit  the  neighboring  towns.  West  Pakistan  villagers  rely  mostly  ' 
on  village  grocery  stores  and  hawkers.  Because  of  better  transport 
facilities  the  West  Pakistan  villagers  can  easily  visit  the  nearest 
towns.  Retailers  in  the  rural  areas  do  not  generally  engage  salaried 
employees.  No  reliable  information  regarding  retailers'  margin  is 
available.  But  the  field  is  highly  competitive. 

According  to  the  1961  Population  Census  12.3  million  people  live 
in  the  390  towns  and  cities  of  Pakistan.  There  are  only  16  cities  with 
population  of  100,000  or  over.  These  urban  centers  not  only  account 
for  the  retail  trade  of  the  urban  areas  but  also  for  the  nearest  vil- 
lages. In  the  larger  cities  there  are  a few  departmental  stores,  the 
equivalent  of  those  found  in  small  U.S.  towns.  Organized  bazaars  are 
the  speciality  of  the  large  Pakistani  cities.  In  addition  there  are 
specialized  markets  and  regional  bazaars.  Weekend  markets  are  common 
in  most  Pakistani  cities. 

Retailing  of  manufactured  goods  in  East  Pakistan  is  carried  on  by 
small  stores.  Majority  of  the  retailers  obtain  their  supplies  from  the 
wholesalers.  Most  of  the  retail  sales  are  done  on  a cash  basis.  Retail 
sale  is  subject  to  seasonal  variation.  Quality  of  goods  and  prices  are 
the  two  most  important  factors  in  the  selection  of  goods.  Consumers 
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generally  prefer  to  buy  from  the  nearest  markets.  Only  small  quantities 
are  bought  at  a time.  Evening  shopping  is  preferred  mostly.  Customers 
in  small  towns  and  those  belonging  to  the  higher  income  groups  show 
greater  loyalty  to  particular  retailers.  A large  number  of  customers 
enjoy  bargaining.  Shopping  is  usually  done  by  the  male  members.  In 
the  majority  of  cases  buying  decisions  are  also  made  by  the  male  members. 
Like  wholesale  trade  areas,  retail  trade  areas  in  Pakistan  are  also 
very  small. 


Evaluation  and  Recommendation 


It  would  be  easy  to  suggest  a transplant  of  a system  to  Pakistan 
which  has  proved  successful  here  in  the  United  States  or  any  other  de- 
veloped or  developing  country.  But  while  production  know-how  is  100 
percent  transferable  to  a developing  country,  marketing  know-how  is 

only  partially  transferable  because  of  the  fundamental  differences  in 

1 

socio-economic  and  cultural  background.  However,  a developing  country 
can  improve  its  marketing  efficiency  if  it  can  adapt,  with  certain 
modifications  to  suit  the  country's  need,  the  promotional  methods, 
distributive  apparatus  and  the  basic  marketing  concepts  which  are  be- 
hind the  success  of  the  marketing  system  in  these  countries.  As 
Westfall  puts  it: 

It  is  much  more  complicated,  a more  difficult 
thing,  to  transfer  a marketing  system  than  it  is  a 
production  system.  You  can  build  machinery  that 
will  operate  in  the  same  way  in  ...  ^Pakistan}  as 
in  the  United  States;  £an3  American  can  go  overseas 


E.  R.  Barlow,  Management  of  Foreign  Manufacturing  Subsidiaries. 
Boston,  Division  of  Business  Research,  Graduate  School  of  Business 
Administration,  Harvard  University,  1953,  p.  26. 
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to  set  up  the  equipment  or  build  the  factories. 

The  equivalent  certainly  cannot  be  done  with  a 
whole  marketing  system  because  of  fundamental 
differences  in  culture  and  social  structure. 

Yet  we  have  methods,  promotional  concepts,  and 
distributive  apparatus  which,  if  introduced  with 
the  proper  tact  and  timing,  could  be  highly  use- 
ful, and  which  could  be  integrated  with  current 
practices  in  these  areas  so  as  to  develop  market- 
ing systems  more  effective  than  those  now  being 
used . 

With  this  end  in  view  the  author  wants  to  examine  the  basic  con- 
cept, promotional  methods  and  operational  apparatus  of  the  three  alter- 
natives, discussed  earlier  under  a Pakistani  context,  to  ascertain 
whether  they  can  be  adapted  with  certain  modifications. 


Cooperatives  as  an  Alternative 

The  cooperative  movement,  as  a credit  movement,  was  ushered  in  in 
India  with  the  passing  of  the  Cooperative  Credit  Societies  Act  of  1904. 
Cooperative  primary  societies  in  India  have  been  based  on  the  German 
Raiffeisen  model.  "Cooperation  in  the  field  of  credit  ...  has  not 
shown  outstanding  results  in  any  country  of  the  world.  Hence  it  is 
not  unusual  that  it  failed  in  India. 

One  of  the  earliest  examples  of  a producers'  cooperative  in  a 
Pakistani  region  is  the  commission  shops  organized  by  the  Cooperative 
Department  of  the  former  Punjab  Province.  But  the  society  did  not  have 


iKenneth  H.  Myres,  Jr.  and  O.  A.  Smalley,  "Marketing  History  and 
Economic  Development,"  Business  History  Review.  Autumn,  1959,  p.  391, 
(Quoting  Ralph  Westfall  at  a meeting,  Marketing  Evaluation  and 
Implication  - An  Interdisciplinary  Panel  Session  held  under  the 
auspices  of  the  American  Marketing  Association, " Chicago,  Illinois, 
1958) . 


I.  Qureshi,  The  Future  of  Co-operative  Movement  in  India.  Madras, 
Oxford  University  Press,  1947,  p.  64. 


215 


any  apex  body  which  could  take  the  place  of  the  big  dealers  who  could 
dispose  of  the  produce  finally  on  a cooperative  basis.  They  had  to 
rely  on  hostile  private  wholesalers  for  the  ultimate  disposal  of  the 
produce.  Yet  they  rendered  some  useful  service  to  the  farmers,  espe- 
cially after  partition  when  a vacuum  was  created  by  the  sudden  exodus 
of  the  non-Muslim  dealers  from  Pakistan.  But,  since  the  private  dealers 
reorganized  themselves  after  partition,  the  cooperative  marketing 
societies  of  West  Pakistan  have  again  been  facing  similar  hostilities 
from  the  private  traders. 

In  Bengal  the  main  effort  at  cooperative  marketing  was  restricted 
to  jute.  The  first  cooperative  society,  sponsored  by  the  government  for 
purchase  and  sale  of  jute,  was  established  in  undivided  Bengal  In  1925. 
Ten  more  societies  were  added  in  1926  and  five  in  1929.  They  were 
called  Central  Cooperative  Sales  and  Supply  Societies.  The  Bengal 
Wholesale  Cooperative  Society  was  set  up  in  Calcutta  in  1926  to  serve 
as  a clearing  center  for  other  societies.  The  societies  fared  well  in 
the  early  years  of  their  operation  and  earned  some  profit  but  collapsed 
with  the  onset  of  the  trade  depression  and  ultimately  had  to  be  closed 
down  in  1930  after  sustaining  heavy  losses.  Apart  from  the  onset  of 
depression  the  following  reasons  have  been  suggested  for  their  failure. 

1.  They  started  a central  society  without  having  primary  societies 
at  the  village  level. 

2.  Management  was  inexperienced  and  inefficient. 

3.  There  was  disagreement  among  the  directors  and  managers. 

4.  They  were  cooperatives  only  in  name.'*' 


Government  of  Pakistan,  Jute  Enquiry  Commission  Report,  1960,  p.  111. 
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The  1938-39  Bengal  Jute  Enquiry  Committee  recommended  the  estab- 
lishment of  cooperative  institutions  at  primary  levels  but  no  action 
was  taken.  After  partition  the  Government  of  East  Pakistan  revived 
the  movement.  Eleven1 2 3  cooperative  jute  marketing  societies  were  estab- 
lished in  1951.  The  societies  were  to  act  as  agents  of  the  Jute  Board, 
which  was  set  up  earlier  to  administer  the  price  support  scheme  of  jute 
in  East  Pakistan  following  the  trade  deadlock  with  India  in  1949.  The 

cooperative  societies  were  entrusted  with  the  task  of  moving  jute  in 

2 

the  five-mile  border  belt  areas  of  East  Pakistan.  The  societies  were 
given  financial  support  and  guaranteed  profit.  The  East  Pakistan  Jute 
Marketing  Society  was  set  up  in  1952-53  to  undertake  baling  and  ship- 
ment directly.  In  1953-54  it  was  given  the  monopoly  of  buying  jute  in 
the  border  areas.  A sum  of  Rs . 20  million  was  advanced  to  the  Provincial 
Jute  Marketing  Society,  but  it  did  not  do  well.  "After  initial  diffi- 
culties and  handicaps,  when  the  Jute  Marketing  Society  was  on  its  way 

to  further  success  there  was  a setback  in  1956  due  to  internal  dissen- 

>,4 

sions  and  mismanagement  in  the  Society.  The  Society  is  now  totally 
inactive  and  cannot  pay  back  Rs . 6.8  million  out  of  Rs.  20  million 
advance  made  to  it.  The  reasons  for  failure  are  the  same  as  they  were 
in  1930. 


Number  of  societies  operating  in  1954  were  84. 

2 

Government  of  Pakistan,  Jute  Enquiry  Commission  Report.  1960, 

pp.  111-12. 

3 

Research  Team,  op . cit . , pp.  7,  140. 

^Government  of  Pakistan,  Jute  Enquiry  Commission  Report,  1960, 

p.  112. 
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Cooperation  in  one  area  begets  cooperation  in  other  areas.  In 
pursuance  of  this  policy  the  Government  of  East  Pakistan  has  decided 
to  help  to  reorganize  500  of  the  existing  3,500  multipurpose  societies, 
operating  in  the  rural  areas  of  East  Pakistan,  under  the  Second  Five 
Year  Plan.  Thirty  central  multipurpose  societies  were  also  to  be  re- 
organized. These  societies  will  act  as  central  marketing  associations 
for  the  affiliated  union  societies  and  will  purchase  produce  from  them. 

A similar  scheme  for  reorganizing  at  the  union  and  central  multipurpose 
society  levels  have  also  been  started  in  West  Pakistan,  where  cooper- 
atives are  already  better  organized  than  in  East  Pakistan.1 

In  spite  of  these  repeated  failures  this  author  did  not  lose  faith 
in  the  cooperative  marketing  societies.  Properly  constituted  from  the 
grassroot  they  can  thrive  in  Pakistan.  Government  assistance  will  be 
needed  and  will  be  forthcoming  at  the  initial  stage  of  its  growth  but 
the  initiative  should  come  from  the  farmers  themselves.  Until  and 
unless  initiative  comes  from  the  farmers  it  will  be  futile  to  start  any 
system  from  the  top. 

Therefore,  it  is  recommended  that  all  encouragement  and  assistance 
should  be  given  to  the  farmers  to  form  primary  societies.  The  farmers 
should  enter  into  a contract  with  the  society  to  sell  their  marketable 
surplus  through  it.  The  society  should  provide  transport,  storage  and 
grading  facilities.  Central  wholesale  societies,  with  primary  societies 
as  members,  should  be  set  up  at  important  trade  centers  for  processing, 
packing  and  bulk  handling  of  commodities.  A federated  society  should 


^Government  of  Pakistan,  The  Second  Five  Year  Plan  (1960-65), 
pp.  179-80. 
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be  set  up  at  provincial  level.  This  will  handle  advertising  and  re- 
search and  provide  training  facilities.  Societies  should  be  organized 
on  a commodity  basis  but  for  minor  commodities  several  of  them  should 
be  combined  into  one  group  to  form  a society. 

While  making  this  recommendation  it  should  not  be  forgotten  that 
the  beparis  and  farias  in  the  jute  trade  receive  only  a 5 percent 
margin  and  the  middlemen  at  primary,  secondary  and  terminal  market 
levels  together  receive  28  percent  on  the  gross  sale  proceeds  of  jute. 
If  the  cooperative  organization  cannot  ensure  better  returns  to  the 
farmers  or  reduce  their  hardship,  it  will  fail.  However,  jute  is  a 
special  case.  It  has  bulk  supply.  It  does  not  exactly  fall  under  the 
perishable  category.  To  a great  extent  it  can  endure  adverse  climatic 
conditions  and  needs  little  processing  up  to  terminal  market  level. 
Hence  it  can  be  handled  at  low  margin.  But  commodities  such  as  fruits, 
vegetables,  poultry,  eggs  and  milk  are  highly  perishable,  and  need 
special  care  and  in  some  cases  processing.  Compared  to  jute  market 
surpluses  of  individual  items  of  these  commodities  are  far  less. 
Available  statistics  show  wider  variation  in  their  prices  between  the 
rural  and  the  urban  markets.1  What  the  statistics  do  not  show  is  the 
deterioration  in  the  quality  of  these  commodities  by  the  time  they 
reach  the  urban  market.  Moreover,  these  commodities  are  scarce  in  the 
urban  markets,  because  for  the  want  of  demand,  they  are  not  grown  on  a 
wider  scale  by  the  farmers.  Producers'  cooperatives  organized  on  a 
sound  basis  will  not  only  assist  in  the  orderly  marketing  of  the  farm 


^Government  of  East  Pakistan,  Director  of  Agricultural  Marketing, 
Weekly  Bulletins  (showing  the  prices  of  selected  farm  produce  of  various 
markets  of  East  Pakistan),  East  Pakistan  Government  Press. 
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produce  now  available  but  will  encourage  production  of  many  more  new 
commodities.  This  will  increase  the  income  of  the  farmers  who  will 
then  demand  more  of  the  consumer  goods.  Thus  improving  the  marketing 
facilities  of  the  farm  produce  will  not  only  improve  the  standard  of 
living  of  the  farmers  but,  by  providing  a ready  market  for  consumer 
goods,  will  assist  in  industrialization  and  in  solving  the  unemploy- 
ment problem.  Thus  once  more  it  can  be  proved  that  marketing  is  a 
great  multiplier. 

The  consumer  cooperative  has  not  done  well  in  Pakistan.  It  has 
been  mentioned  earlier  that  consumers'  cooperative  stores,  hastily 
organized  in  India  during  World  War  I and  II,  to  take  advantage  of  the 
distribution  of  rationed  commodities,  remained  war  babies  and  collapsed 

as  soon  as  war  ended. 

„ 1 

A study  carried  on  in  the  urban  areas  of  West  Pakistan  by  fhe 
West  Pakistan  Cooperative  Institute  of  Management,  found  the  following 
reasons  for  the  failure  of  the  consumer  cooperative  stores  to  achieve 
success . 

1.  Inefficient  management. 

2.  Lack  of  creativity  and  incentives  on  the  part  of  the  organizers 
and  the  employees  of  the  store. 

3.  Low  retail  margin  (6  percent). 

4.  Keen  competition  from  the  private  retailers. 

5.  Absence  of  wholesale  societies. 


Robert  Staermore,  Management  of  Urban  Cooperative  Consumers' 
Societies:  Manual  of  Cooperative  Management,  No.  6,  Lahore, 

Cooperative  Institute  of  Management,  West  Pakistan  Cooperative 
Union  Ltd . , 1964 . 
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On  the  face  of  the  general  failures  of  the  consumers'  cooperative 
societies  the  institutional  cooperatives  seem  to  be  viable  in  Pakistan. 
The  reason  given  for  their  apparent  success  is  that  they  receive  con- 
siderable subsidies  from  their  parent  institutions.  These  include 
rent  free  accommodation,  cheap  management  and  accounting  services, 
free  use  of  furniture  and  free  electricity  and  sweeper  services.  The 
study  found  that: 

If  a cooperative  consumers'  movement  is  started 
on  the  traditional  Western  lines  it  will  find  itself 
up  against  unsurmountable  hurdles  very  shortly  after 
it  has  gone  underway  on  such  course.  The  coopera- 
tive retail  outlets,  as  independent  units,  can 
compete  neither  with  the  small  hole-in-the-wall  re- 
tailer nor  with  the  modern  shop-keeper  agent  of  an 
industrial  concern.^ 

People  in  Pakistan  live  in  small  scattered  communities.  There  is 
no  big  working  class  or  an  otherwise  homogeneous  population  with  a 
regular  income.  In  spite  of  their  working  under  adverse  circumstances, 
the  private  retailers  in  Pakistan  have  proved  themselves  viable.  They 
work  hard  and  are  satisfied  with  a small  retail  margin.  The  retail 
field  is  highly  competitive.  Under  these  circumstances  there  does  not 
seem  to  be  any  justification  in  trying  to  push  a system  which  has  proved 
itself  incapable  of  competing  even  with  the  poorly  organized  independent 
small  retailers  of  Pakistan.  However,  the  case  for  the  institutional 
cooperative  is  different.  It  involves  homogeneous  people  with  a more 
or  less  regular  income.  Hence  it  should  be  encouraged.  But  if  the 
institutional  cooperatives  want  to  work  efficiently  and  compete  success- 
fully with  the  independent  retailers,  they  must  cooperate  at  wholesale 


LRobert  Staermore,  op.  cit . , 


p.  18. 
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level.  "Distribution  to  the  members  by  a consumers'  cooperative  store 
must  take  place  in  such  a manner  that  the  goods,  when  delivered,  are 
of  high  quality  and  the  price  of  them  must  not  be  higher  than  that 
commonly  asked  for  similar  goods  in  the  society's  business  area.  This 
is  the  business  the  society  should  do."1 

Corporate  Chain  Stores  or  Multiple 
Shops  as  an  Alternative 

It  has  been  found  that  chain  stores  prefer  to  concentrate  in  the 
kinds  of  retailing  where  operation  can  be  fairly  standardized.  Opera- 
tion of  variety  stores  and  grocery  stores  has  not  yet  been  standard- 
ized in  Pakistan.  Department  stores  are  virtually  nonexistent  in 
Pakistan.  Chains  are  large  urban  institutions  and  tend  to  gravitate 
to  densely  populated  sections  of  the  country.  A chain  store  organiza- 
tion is  essentially  a large  scale  organization.  Its  advantages  arise 
from  large  scale  operation.  It  needs  large  amount  of  capital  and  higher 
managerial  skills,  both  of  which  are  scarce  in  Pakistan.  In  Pakistan 
87  percent  of  the  population  live  in  the  rural  areas  in  scattered  com- 
munities without  any  modern  transport  facilities.  There  are  only  three 
cities  with  500,000  or  more  population.  Even  in  these  cities  families 
owning  automobiles  are  negligible  and  public  transport  facilities  are 
meager.  People  in  Pakistan  by  tradition  prefer  to  buy  from  the  neighbor- 
hood bazaars.  Even  in  Latin  America,  where  per  capita  income  is  much 
higher  than  in  Pakistan,  chain  stores  cater  to  the  middle  and  upper 
middle  class  only.  In  Pakistan  the  size  of  upper  middle  class  families 


Robert  Staermore,  op . cit . , 


p.  7. 
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is  very  small.  To  cover  their  operating  expenses  chain  stores  need 
volume  sales,  which  most  of  the  retail  areas  of  Pakistan  may  not  be 
able  to  produce  at  least  for  the  time  being. 

In  Pakistan  most  of  the  retail  stores  are  family-operated  small 
enterprises.  They  do  not  generally  employ  any  salaried  personnel  and 
house  their  stores  in  their  own  premises  and  have  the  minimum  of  fix- 
tures. They  work  longer  hours  and  receive  small  margins.  Chain  stores 
on  the  other  hand,  will  have  to  depend  on  salaried  personnel  and  will 
have  to  maintain  a minimum  standard  of  operation.  Therefore,  their 
operation  may  be  accompanied  with  substantial  rise  in  overhead  expenses 

Chain  stores  have  a promotional  method,  distributive  apparatus  and 
above  all  a marketing  concept  which  can  convert  latent  purchasing  power 
into  actual  purchasing  power  and  may  be  instrumental  in  getting  some 
new  manufacturing  firms  established  in  Pakistan  as  they  did  in  some 
Latin  American  countries.  Hence  a few  scaled  down  chain  stores  can 
be  recommended  for  the  major  cities  of  Pakistan,  with  500,000  or  more 
population,  containing  a larger  upper  middle  class  and  where  transport 
facilities  are  relatively  good.  But  giant  size  chain  stores,  common 
on  the  American  continent,  may  not  be  feasible  in  Pakistan. 

Because  Bata  Shoe  Company  has  been  successful  in  direct  marketing 
through  a multiple  shops  system  in  Pakistan,  one  can  argue  that  direct 
marketing  of  consumer  goods  is  best  suited  for  Pakistan.  But  there  are 
very  few  manufacturers  in  Pakistan  who  are  in  the  same  advantageous 
position  the  Bata  Company  is.  Bata's  example  is  rather  an  exception 


than  a rule  in  Pakistan. 
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Voluntary  and  Cooperative 
Groups  as  an  Alternative 

It  has  been  clear  from  the  previous  discussions  that  consumers' 
cooperative  stores,  chain  stores  and  multiple  shops  and  other  special 
types  of  retail  organizations  will  be  able  to  serve  only  a fraction  of 
the  consumers  in  Pakistan  economically.  For  the  majority  of  the  con- 
sumers the  small  independent  retail  stores  are  the  only  possibility. 

It  has  also  been  found  that  distribution  cost  is  higher  in  Pakistan 
than  the  economy  can  afford.  The  distribution  cost  is  high  not  because 
the  middlemen  make  large  profits  but  because  the  operating  costs  are 
high.  To  a great  extent  the  small  size  and  the  independent  character 
of  the  retail  stores  are  responsible  for  these  higher  costs.  Yet  it 
has  been  found  that  in  spite  of  working  under  many  handicaps,  the  small, 
independent  retail  stores  have  proved  themselves  viable  in  Pakistan. 
Because  of  its  flexible  operation  a small  independent  store  can  best 
serve  the  special  needs  of  the  locality.  It  can  pay  attention  to  the 
individual  customers  and  can  better  identify  itself  with  the  community 
it  serves.  Above  all  it  retains  competition  at  the  retailers'  level, 
which  is  one  of  the  characteristics  of  efficient  operation,  judged  from 
the  society's  point  of  view.  Because  of  the  profit  incentive  the  in- 
dividual retailers  put  forth  their  greatest  effort  under  this  system. 

It  is,  therefore,  in  the  best  interest  of  the  society  to  preserve  the 
opportunity  for  efficient,  small  and  individual  retail  stores  to  develop 
and  function  in  Pakistan.  Here  lies  the  scope  for  voluntary  and  coop- 
erative groups. 

The  concept  of  wholesaler-retailer  teamwork  is  quite  unknown  in 
Pakistan.  But  the  author  believes  that  if  the  bulk  retailers  in 


Pakistan  are  to  remain  small  and  at  the  same  time  want  to  operate  effi- 
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ciently  they  must  operate  at  the  wholesale  level.  Of  the  two  popular 
alternatives,  the  wholesale-sponsored  voluntaries  and  retailer-owned 
cooperatives,  the  author  prefers  the  latter  for  Pakistan  for  the  follow- 
ing reasons. 

1.  There  are  very  few  wholesalers  like  Independent  Grocers' 
Alliance,  Red  and  White  Stores  (S . M.  Flieckinger  Wholesale 
Grocery  Company),  Fleming  Company  or  Clover  Farm  Stores  (Green 
Bobcock  Company)  in  Pakistan  that  could  act  as  the  leader  of  a 
voluntary  group. 

2.  In  a wholesale-sponsored  voluntary  the  balance  of  power  lies 
with  the  central  wholesaler,  whereas  in  a retailer-owned  coop- 
erative the  balance  of  power  lies  with  the  decentralized  retail' 
units.  The  central  cooperative  gains  its  power  from  the  dele- 
gated power  of  the  member-retailers.  It  is  more  compatible 
with  the  democratic  ideals  of  a free  society. 

3.  Retailer-owned  cooperatives  would  help  in  the  more  equitable 
distribution  of  national  income. 

4.  Reduction  of  monopoly  power  and  monopoly  price  is  one  of  the 
criteria  of  improving  marketing  efficiency.  A wholesale-spon- 
sored voluntary  system  may  lead  to  the  creation  of  monopoly 
and  concentration  of  economic  power  in  the  hands  of  a few 
wholesalers.  In  the  case  of  retailer-owned  cooperatives,  even 
if  there  is  some  sort  of  concentration  of  economic  power  at 
the  wholesale  level,  it  will  not  lead  to  monopoly  profit,  and 
full  competition  at  retailers'  level  will  be  maintained. 

5.  The  cooperative  idea  is  already  being  encouraged  in  Pakistan 
through  legislation  and  through  monetary  and  fiscal  policy. 
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Cooperation  developed  in  one  sector  of  the  economy  will  encourage 
cooperation  in  other  sectors. 

One  of  the  telling  arguments  against  the  entire  cooperative  move- 
ment in  Pakistan  has  been  the  charge  that  cooperatives  took  shelter  in 
central  and  provincial  laws  and  obtained  exemptions  for  themselves 
without  which  the  system  would  be  unable  to  compete  in  the  open  market 
against  established  businesses.  Retailer-owned  cooperatives,  however, 
do  not  depend  on  any  laws  giving  them  special  privileges.  They  are  in 
favor  of  profit  systems  and  have  introduced  cooperative  methods  at  the 
wholesale  level  for  greater  and  more  efficient  service.  They  have  done 
this  without  the  aid  of  any  special  laws. 

A retailer-owned  cooperative,  which  may  appropriately  be  called  a 
cooperative  corporation,  will  be  registered  as  a public  limited  company 
under  Pakistan  Companies  Act  and,  like  any  other  limited  company,  will 
be  subjected  to  central  and  provincial  laws.  It  will  submit  an  income 
tax  return  but  will  not  pay  any  tax,  not  because  it  is  exempt  from  in- 
come tax  but  because  it  will  transfer  all  its  surplus  to  the  member- 
retailers  as  per  its  articles.  Income  tax  will,  however,  be  paid  by 
the  member-retailers  on  their  profits,  including  the  amount  they  will 
receive  from  the  cooperative  as  patronage  dividends. 

Like  any  other  new  organization  retailer-owned  cooperatives  will 
find  it  difficult  to  attract  talented  people  in  their  staff  at  the 
initial  stages  of  their  operation.  But  as  the  economy  of  the  small 
retailers  improves  under  cooperative  organization  they  will  be  able  to 
attract  people  with  money  and  managerial  ability  to  join  them.  Regard- 
ing shortages  of  people  with  top  managerial  ability,  in  general  the 
organization  will  be  in  the  same  situation  as  other  employers.  Two 
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specialized  institutions,  the  Graduate  School  of  Business  Administration, 
Karachi  and  the  Institute  of  Business  Administration,  Dacca,  have  al- 
ready been  established  to  train  suitable  young  men  for  managerial  posi- 
tions. Other  Pakistani  universities  are  also  offering  courses  in  busi- 
ness subjects  at  undergraduate  and  graduate  levels  to  the  expectant 
entrants  to  business. 

As  retailer-owned  cooperatives  will  earn  no  profit,  they  will  not 
be  in  a position  to  build  up  higher  equity  capital.  Their  working 
capital  will  consist  of  share  capital  and  funds  advanced  by  the  member- 
retailers.  As  their  assets  would  consist  of  a few  warehouses,  they  may 
not  have  sufficient  collateral  to  offer  as  securities  for  loans  from 
commercial  banks  and  other  financial  institutions.  When  the  retailer- 
owned  cooperatives  become  well  known,  their  position  with  the  commercial 
banks  and  other  financial  institutions  will  be  respectable  and  they  will 
be  able  to  procure  loans  from  them  without  collateral.  When  working 
under  this  system  the  member-retailers  will  be  able  to  earn  sufficient 
profits.  Consequently  they  will  be  in  a better  position  to  retain  a 
part  of  their  profits.  It  has  been  already  mentioned  that  the  1959 
Pakistan  Credit  Enquiry  Commission  and  the  Credit  Enquiry  Committee  of 
1962  have  made  certain  recommendations  to  facilitate  the  flow  of  bank 
credit  to  small  enterprises.  Some  action  has  already  started  along 
these  lines.  Moreover,  as  the  financial  position  of  the  small  retailers 
improves,  so  will  their  status  with  the  bankers  and  other  financial 
institutions.  They  will  then  be  in  a better  position  to  finance  their 


own  purchases. 
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